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LEASE CF EAILEOAD EQUIPKENT dated as ci March 1,
1976, between THE WESTERX PACIFIC FAILROAD CCHPAXRY
(hereinafter called the lessee), and FIRST SECURITY BANK OF
UTAH, N.A. (hereinafter, together with its successors and
assigns, being called the Lessor), not individually but
solely in its capacity as Trustee under a Trust Agreement
dated as of March 1, 1976 (Lereinafter called the Trust
Agreement), with SAK FRANCISCO FINANCIAL #II, a partnership
(hereinafter called the Cwner Participant).

WHEREAS, the Lessor has entered into a hulk
purchase agreement (hereinafter called the Hulk Purchase
Agreement), with the lessee wherein the lessee has agreed to
sell and deliver tc the lessor the units c¢f railroad
equipment described in Schedule B hereto (hereinafter called
the Hulks);

WHEREAS, the lessor, the Lessee, U.S. RAILWAY MFG.
CO. (hereinafter called the Builder) and the lessor in its
capacity as Agent (hereinafter called the Vendor) under a
finance agreement (hereinafter called the Finance Agreement)
of even date herewith are entering into a reconstruction and
conditional sale agreement dated as of the date hereof (such
agreement being hereinafter called the Security Document)
ander which the Eulks will be reconstructed in a specified
manner (such reconstructed Hulks are hereinafter called the
Equipment);

KEEREAS, the lessee desires to lease all the units
of the Equipment, or such lesser number (hereinafter called
the Units) as are delivered and accepted and settled for
ander the Security Document at the rentals and for the ternms
and upon the conditiocns hereinafter provided;

NOW, THEREFQORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned tc be kept and performed by the Lessee, the lLessor
hereby leases the Units to the Lessee upon the following
terms and conditions:

SECIIOR_1. DEEINITICKS.

Defipitions. Unless the context otherwise
requires, the following terms shall have the following
meanings for all purrcses of this Lease.

"Basic Rent” for a Unit shall mean the aggregate
rent payable throughout the Term of such Unit pursuant to
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Secticon 3(b) hereof.

“"Casualty Zccurrence” shall have the meaning
assigned in the Security Dccument and such provision is
incorporated herein by reference.

4 *Certificate of Delivery”™ shall mean a Certificate
of Delivery, in the form referred tc in Article 2 of the
Security Document, which shail particularly describe a Unit

and evidence delivery and acceptance of such Urnit.

*Closing Date” shall have the nmeaning assigned in
the Security Document and such provision is incorporated
herein by reference.

*Code” shall mean the United States Internal
Revenue Code of 1954, as amended.

*Cut-0ff Date™ shall have the meaning assigned in
the Security Document and such provision is incorporated
herein by reference. »

“Delivery Date”™ shall mean, for any Unit, the date
cn which such Unit becomes subject to the lLease upon
delivery by the Vendor to, and acceptance by, Lessor and
lLessee as evidenced Dby the executicnh and delivery of a
Certificate of Delivery covering such Unit and all other
Units accepted on such Delivery Date.

*Event of Default”™ shall mean any of the events
referred to in Section 15 hereof.

"lLease RAgreement”™, "the Lease"™, "this Lease®,
“"this Agreement"™, "herein"™, "hereunder”, or cther like
words, unless the context otherwise reguires, shall mean and
include this lease Agreement and each lease supplement or
amendment hereto from time t0 time entered into.

*lLessor's Cost”™ for a Unit shall mean the actual
cost of the recomnstructicn thereof expressed in terms of
United States dollars (including freight charges, if any,
from the Builder*s plant to a roint of delivery to Lessee,
and any applicable sales or use taxes) as specified in
Builder®s invoices for such Unit, plus the sum of $7,000.00
per Unit.



*Kent" shall mean all rents however designated,
including without limitation, Easic Rent, Eoldover Rent,
Benewal Term Tent, Elapsed Term Rent and Supplemental Eent
collectively.

"Rental Payment Date"™ for a Unit shall mean (i)
July 26, 1976, and (il) each January 26 and July 26
thereafter to and including July 26, 1988 (or if any such
date is not a business day in the State of Utah, the next
business day).

“Stipulated Loss Value"™ for a Unit as of any
Xental Payment Date for such Unit shall mean an amount
determined by multiplying lLessor's Cost for such Unit by the
applicable percentage specified in Exhibit B hereto.

"Supplemental Rent® shall mean any and all
amounts, liabilities and obligations which Lessee is
reguired to pay hereunder to Lessor or others, including
Stipulated Loss Value payments, but excluding Basic Rent.

*Term”™ shall mean, in the case of each Unit, the
term for which such Unit is leased hereunder pursuant to
Section 3(a) hereof.

"Trust Estate”™ shall have the meaning defined in
the Trust Agreement.

"Units" shall mean the one hundred thirty-four
(13“) 50*6* 70 ton boxcars described in Schedule A hereto; a
*Unit"” shall mean cne of such fkoxcars.

SECTICY 2. DELIVERY AMND_ACCEFTANCE_OF UNITS.

The Lessor will cause each Unit to be delivered to
the lessee at the point or points within the United States
of BRmerica at which such Unit is delivered to the Llessor
under the Security Document. Upon such delivery, the lessee
will cause an inspector ¢f the Lessee to inspect the sanme,
and if such Unit is found to be acceptable, to accept
delivery of such Unit and execute and deliver to the lessor
a Certificate of Delivery whereupon such Unit shall be
deemed to have been delivered to and accepted by the lessee
and shall be subject thereafter to all the terms and
conditions of this lease.



SECTICN_3. TIEEKN_AND_REXI.

(a) ZTerp. The Term for each Unit shall comrnence
on the Delivery Date thereof and shall end on July 26, 1988,
and lessee agrees to pay to Lessor, as applicable, the
amounts designated herein as Basic Rent, Holdover Rent,
Renewal Term Rent, Elapsed Term Rent and Supplemental Rent.

(b) Basic_Rent. “Basic Rent” shall be the sum
of: (i) .03122 percent multiplied by the lessor’®s Cost of
each Unit settled for multiplied by the number of days from
"and including the Closing Date for each Unit to and
Including July 26, 1976, with payment by Lessee to Lessor
due on July 26, 1976; and (ii) an amount egual to 5.620
percent of lessor's Cost for each Unit subject to the lease,
payable by lessee to lLessor in twenty-four (24) consecutive
semi~-annual payments, commencing on Januvary 26, 1977 and
ending on July 26, 1988. 1In addition, as additional rent
hereunder, the Lessee shall pay the lessor om July 26, 1876,
an amount equal to all deficiencies or amounts required to
he paid by lessor under paragraph 4 of the Finmance
Agreement. If the Delivery Date or Dates for more than
thirteen (13) Units occurs or occur after June 30, 1976, the
Lessee agrees that each rental payment due thereafter in
respect of those Units delivered after June 30, 1976 shall
be increased by such amount as shall, in the reasonable
opinion of the QOwner Participant, cause the Owner Partici-
pant's net after-tax return (after giving effect to the con-
sequences of such delivery) to equal the net after-tax
return (computed on the same assumptions utilized by the
Owner Participant in originally evaluating this transaction)
that would have been available to the Owner Participant had
such Delivery Date or Dates occurred prior to June 30, 1976.

(c) Holdover Repnt. "Holdover Rent®™ shall be an
amount equal to .03122 percent of lessor's Cocst for Units in
each case to be paid by lessee to lessor for each Unit for
each day between the date of termination of the Term of this
Lease as to any Unit and the date of the return of such Unit
pursuant to Section 5 herein.

(d) Renewal Term Rept. “Renewal Term Rent"™ shall
be an amount equal to the fair market rental to be paid by
Lessee to lessor in semi-annual installments for the
duration of the Term as extended pursuant to Section 21
herein.



(e) [lapsed _Tern_Fent. "Elapsed Term Eent®™ shall
be an amount eqgual to one-one hundredth-eightieth (1/186th)
of the Renewal Term Fent to be paid by lLessee to lessor for
each Unit for each day between the termination of the Term
of this Lease as extended pursuant to Section 21 herein as
tc any Unit and the date of the return of such Unit pursuant
to Section 5 herein.

(f) Supplemental Eept. Lessee alsoc agrees to pay
to Lessor, or to whomsoever shall be entitled theretoc, any
and all Supplemental Fent promptly as the same shall become
due and owing, and in the event of any failure on the part
of Lessee to pay any Supplemental Eent, lessor shall have
all rights, powers and remedies provided for herein, or by
law or equity, or otherwise, in the case of nonpayment of
Basic Kent. Lessee will also pay to lLessor, on demand, as
Supplemental Rent, to the extent permitted by applicable
law, interest at a rate of ten percent (10%) per annum on
any part of any installment of Rent not paid when due for
any period for which the same shall be overdue and on any
payment of Supplemental Kent not paid when demanded by
lessor for the period until the same shall be paid.

(g) Hethod of Rental Payment. Lessee agrees to
make all payments cf Rent required hereunder by payvying such
sums to Lessor in irrevocalble and immediately available Salt
Lake City funds not later thanm 10:00 a.m. local Salt Lake
City time, on each Rental Payment Date. Said funds may be
paid to lLessor either by wire transfer through the Federal
Reserve System, or by deposit into lessor's account with a
Correspondent Bank of lessor., If lLessee deposits said funds
in Lessor'’s account with a Correspondent EBank, Lessee shall
instruct said Correspondent Fank toc give Lessor timely wire
advice of credit of said funds to lessor's account not later
than 10:00 a.m., local Salt Lake City time, on each Rental
Payment Date. lessee shall cause each Federal Reserve
transfer or wire advice of payment hereunder to be made to
the attention of lLessor's Trust Department, Corporate
Division. lessee shall notify lessor in writing not later
than two (2) weeks prior to the initial Fental Payment Date
of the method lessee has selected to transfer said funds;
and, should lessee change its method of payment hereunder
lLessee shall notify Llessor in writing of such change not
lJater than two (2) weeks prior to the next succeeding Rental
Payment Date.



(h) Lessee's Qplication tgo Furchass Certain
Upits. If the lessor's Cost for the Units exceeds
$4,355,000 (or suchk higher amount as the Vendor may agree
to), the lessee will, upon the request of the lLessor,
purchase from the Lessor the last four (4) Units
reconstructed under the Security Document at the Lessor's
Cost of such Units, such Units to be delivered to lLessee FOT
Builder®s plant at Washington, Indiana; proyided., homeyer.,
that the Lessee shall only be obligated to purchase such
nunber of Units as will reduce the Lessor's Cost for the
remaining Units to 354,355,000, Payment for such Units shall
be made by the lessee to the Lessor uponh notice to the
lessee by the lessor of the number of Units to be purchased
and the total purchase price thereof. Upon payment by
lLessee the Lessor will transfer to lLessee without recourse
or werranty (except with respect to its own acts) all
lessor's right, title and interest in and to such Units.

SECTION_4. REPRRESENTATIONS_ AKDR_WARRARIIES
(a) Lessor's_Representations_apnd_darrapties.

LESSEE ACKHOWLEDGES AND AGREES (i) THAT THE
EQUIPMENT IS OF A SIZE, DESIGH, CRPACITY AND HANUFACTURE
SELECTED BY LESSEE, (ii) THEAT LESSEE IS SATISFIED THAT THE
SAME IS SUITABLE FCR ITS PURPOSES, (iii) THAT LESSOR IS NOT
A MANUFACTURER Ok INSTALLER THEREOF NOR A DEALER IN PEOPERTY
OF SUCH KIND, AKD (iv) THAT LESSCR HAS NCT HMADE AND DOES NOT
HEREEY MAKE, ANY REPFESENTATICN OR WARRANTY Ok COVENANT OF
ANY KIND OR CHAKACTEK WITH KESPECT TO THE HERCHANTABILITY,
FITNESS, CONDITICN, QUALITY, DURABILITY OK SUITABILITY OF
THE EQUIPMENT IN ANY RESPECT OR IN CONNECTIGN WITH OR FOR
THE PURPOSES AND USES OF LESSEE, OR AKNY CTHER REPRESENTATION
CR WALKRANTY OR COVENANT OF ANY KIND Ok CHARACTER, EXPRESS OR
IMPLIED, WITH RESPECT THERETO, EXCEPT AS EXPRESSLY SET FORTH
HEREIR. THE LESSOR SHALL HAVE NO RESPONSIBILITY OR
LIABILITY TO THE LESSEE OR AKY OTHER PERSON WITH RESPECT TGO
ANY OF THE FOLLOWING: (i) ANY LIARBILITY (INCLUDING, WITHOUT
LIMITRTION, STRICT OER RRBSOLUTE LIABILITY IN TGRT OR BY
STATUTE IMPOSED), LOSS OR DAMAGE CAUSED OR ALLEGED TO BE
CAUSED DIRECTLY OR INDIRECTLY BY ANY EQUIPMENT CR BY ANY
INADELUACY THEREOF CR DEFICIENCY OR DEFECT THEREIN OR BY ANY
OTHER CIRCUMSTANCES IN CONNECTION THEREWITH, (ii) THE USE,
OPERATION OR PERFORMANCE OF ANY EQUIPMENT OR ANY RISKS
RELATING THERETO, (iii) ANY INTERRUPTION OF SERVICE, LOSS
OF BUSINESS CR ANTICIPATED PROFITS OR CONSEQUENTIAL DAMRGES,
(iv) THE DELIVERY, CGPERATION, SERVICING, MAINTENANCE,
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REPAIR, INPROVEMENT COFR REPLRCEMENT OF ANY EQUIPMENT, OR (v}
ANY OTHER DAMAGES WHATSOEVEER AND HCWSOEVELK CRUSED.

Delivery of a Certificate o¢f Delivery shall be
conclusive evidence as between Lessee and Lessor that the
Units described therein are in all the foregoing respects
satisfactory to the lessee and the Lessee will make no clainm
of any nature whatsoever against the Lessor based on any of
the foregoing matters.

Unless an Event of Default shall have occurred and
be continuing, lLessor agrees to assigh, or otherwise make
avallable to lLessee, such rights as lessor may have under
any warranty with respect to the Unit made by the Builder of
such Unit, or any subcontractor or supplier of the Builder
of any such Unit and any other claims against the Builder of
such Unit, or any such subcontractor or supplier with
respect to the Units.

(b) Lessee's Covenaris. Representations_and
Yarrapties. Lessee covenants, represents and warrants that:

(i) Llessee is a corporation, duly organized and
validly existing in g¢good standing under the laws of
California and has the corporate power and authority, and is
duly gualified and auvthorized to do business wherever
necessary to carry on its present business and operations,
and to own or hold -under lease its prcocperties and to perform
its obligations under this Lease;

(ii) lessee has the full power, authority, and
legal right to enter intec and perform this lease, and the
execution, delivery and perfocrmance of this lease have been
duly authorized by all necessary corporate action on the
part of lessee, do not require any stockholder approval, or
approval or consent of any trustee which have not already
been given, do not contravene any law, governmental rule,
regulation, or order binding on lessee or the Certificate of
Incorporation or By-laws of lessee, do not contravene the
provisions of, or constitute a default under, or result in
the creation of any lien or encumbrance upon the property of
lessee under any indenture, charter, mortgage, contract, or
other agreement to which lessee is a party or by which it ox
any of its subsidiaries may be bound or affected, or all
consents, authorizations or approvals necessary from the
holders of any indelbtedness or obligations of Lessee have
been obtained;
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(iii) no mortgage, deed of trust, charter, lease,
or other lien or security interest of any nature whatsoever
which now covers or affects any property or interests
therein of lLessee now attaches or hereafter will attach to
any Unit or in any manner affects or will affect adversely
the lessor’s right, title and interest therein;

(iv) neither the execution and delivery by lLessee
of this lease, nor the consummation of any of the
transactions by lessee contemplated hereby, reguire the
consent or approval of, the giving of notice to, or the
registration with, or the taking of any other action in
respect of, any federal, state or foreign governmental
authority or agency other than those already obtained or
taken; . , . P

(v) this lease constitutes the legal, valid and
binding okligation of lLessee enforceable against lLessee in
accordance with the terms hereof; upon the Delivery Date for
each Unit the lessor will have good and valid title thereto,
free from the interest of any third party, except as
contemplated by the Security Document, and the Certificate
of Delivery for each Unit, when executed and delivered by
lLessee and accepted by the lessor, will, without further
action, subject such Unit to the Lease;

(vi) Llessee has filed or caused to be filed and
will continue to file or cause to be filed throughout the
Term cf this lLease all domestic and foreign tax returns
which are required to be filed and has paid or caused to bhe
paid and will continve to pay or cause to be paid throughout
the Term of this Lease all taxes shown to be due or payable
on such returns or (except to the extent being contested in
good faith and for the payment of which adequate reserves
have been provided) on any assessment received by Lessee, to
the extent that such taxes have become due and payable;

{vii) except for the recording of the Security
Document, the Lease Assignment, and this lease with the
Interstate Commerce Commission, no recording or filing is
ncessary in order to establish and protect the Vendor's and
the lessor's title teo, and interest in, any Unit or any
payment of Rent as against Lessee and any third parties.

(viii) the location of each Unit will remain in the
United States, Canada and Mexico and will be as contemplated

-8-



in Section 8 and 9 herecf, and reccrdis will be maintained by
lessee to denrmonstrate compliance therewith;

(ix) +the recordation referred to in subparagraph
(vii) hereof will have been duly made, and all fees in
connection therewith will have been paid by lessee, with
respect to all Units to be settled for hereunder in advance
of the Closing Date for each such Unit.

Notwithstanding the foregoing provisions of this
Section 4(b}) (ix), lessee will take whatever action is
required so as to maintain the Vendor's interest in any
Unit, or any payment of Rent at any time during the Term of
this Lease.

{x) Lessee is not a "national® of any foreign
country designated in Executive Order No. 8389, as amended,
or of any "designated enemy country” as defined in Executive
Crder No. 9193, as amended, of the President of the Upited
States, within the meaning of said Executive Orders, as
amended, or of any regulations, interpretations, or rulings
issued thereunder, or a "naticnal" of any designated foreign
country within the meaning of the Foreign Assets Control
Regulations cr the Cuban Assets Control EKegulations of the
United States Treasury Departnrnent, 31 Code of Federal
Regulations, Subtitle B, Chapter V, or of any regulations,
interpretations, or rulings issued thereunder;

(xi) owWwnerchip of the Units by lessor will entitle
lessor to the benefit of any c¢ne of the accelerated methods
of depreciation as provided in Secticon 167(b) of the Code
calculated on the basis ¢f a 12-year life pursuant tec ADR
guildeline class 00.25 as provided in Section 167(m) of the
Code, with 21.5% of the cost (constituting the Hulk purchase
price) to be depreciated using the 150% declining balance
method, in acccrdance with Revenue kuling 57-352, and the
benefit of the 10% investment credit under Section 38 of the
Code as to 78.5% of lessor's Cost and payment or accrual of
interest under the Security Document will entitle Lessor to
a deduction of such interest as provided in Section 163(a)
of the Code; and

(xii) at all times during the term of this Lease,
each Unit will constitute "Section 38 property” within the
meaning of Section 48(a) of the Code; and the Units will not
be used in such manner as to cause the loss of the benefit
of the 10% investment credit under Section 38 of the Code;
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the Units are expected tc¢ have a useful life of at least
fifteen (1%5) years and at the end of the initial Tern
hereof, the Units will have a fair market value of at least
20% of Lessor's Cost.

(xiii) On the first Closing Date the lLessee will de-
liver to the Lessor two counterparts of the written opinion
of counsel for the lessee, addressed to the lLessor and the
Vendor, in scope and substance satisfactory to the lessor,
the Vendor amd their respective counsel, tc the effect that
the lessee's covenants, representations and warranties set
forth above are true and will deliver such other instruments
or documents as shall be reasonably requested in order to
evidence compliance with the warranties and covenants of
Lessee herein. lessee agrees that it shall use its best
efforts to permit compliance by the lLessor and the Builder,
respectively, with the conditions precedent set forth in the
Security Document.

SECTIION 5. BEIURN_QE UKIIS.

(a) Mot later than sixty (60) days after the
termination of this lease as tc any Unit at the end of the
Term with respect thereto, lessee, at its own cost, expense
and risk, will return such Unit by delivering the same to
Lesser on suitable property of lessee, as designated by
Lessocr, or at neardby facilities, or at such other location
as may be agreed upon by lLessor and lessee and will permit
lessor to store such Unit on such property for a period not
exceeding six (6) months after the date of return of such
Unit. For each day elapsed between the date of the
termination cf this lease as to any Unit at the end of the
Term with respect thereto and the date of the return of such
Unit pursuant to the preceding sentence of this Section
5{a), lessee agrees to pay to lessor holdcver Rent as
defined in Section 3(c) hereof for such Unit if returned
after expiration of original Term and Elapsed Term Rent as
"defined in Section 3(e) hereof if returned after expiration
of the Term as extended, such amount to be payable to lessor
not later than five (5) business days after the date of
return of such Unit. At the time of such return, such Unit
shall be owned by the lessor free and clear of all liens,
encumrbrances and rights of others (except such as may result
from liens against the lessor not related to the ownership
of such Unit) and shall be in as good operating conditiom as
when delivered to lessee hereunder, ordinary wear and tear
excepted.
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All amounts earned in respect of the Units after
the date of termination of this lLease shall belcng to the
lesscr and, 1f received by the lessee, shall be promptly
turned over to the lLessor. In the event any Unit is not
assemnbled, delivered and stored, as hereinabove provided,
within sixty (60) days after such termination, the Lessee
shall, in addition, pay to the lLessor for each day there-
after an amount egual to the amount, if any, by which the
per diem interchange rate for such Unit for each such day
exceeds the actual earnings received by the lessor on such
Unit for each such day.

v (b) The delivery and storage of such Unit as
hereinbefore provided shall be at the expense and risk of
Lessee and are of the essence of this lease, and upon appli-
cation to any court of equity having jurisdictiom in the
premises, lessor shall be entitled to a decree against
Lessee requiring specific performance of the covenants of
lessee s0 to deliver and store such Unit. During any
storage period, lessee will permit lessor, or any person
designated by it, including the authorized representative or
representatives of any prospective purchaser of any such
Unit, to inspect the same.

{c) ¥ithcut in any way limiting the
obligations of lessee under the foregoing provisions of this
Section 5, lessee hereby irrevocably appoints lessor as the
agent and attorney of Lessee, with full power and authority,
at any time while lessee is obligated to deliver possession
of any Unit to Lessor, to demand and take possession of such
Unit in the name and on behalf of lessee from whomsoever
shall be at the time in possession of such Unit.

SECTIQN 6. MORIGAGES. LIENS. EIC.

Lessee will not directly or indirectly create,
incur, assume or suffer to exist any mortgage, pledge, lien,
charge, encumbrance or other security interest or claim on
or with respect to any Unit, title thereto or any interest
therein or in this lLease, except (i) the respective rights
of Lessor and lessee as herein provided and rights created
under the Security Document, (3ii) the rights of others under
agreements oOr arrangements to the extent expressly permitted
by the terms c¢f Section 9 hereof, (iii) liens or
encunmbrances which result from claims against Lessor not
arising in connection with the ownership ¢f such Unit, (iv)
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liens for taxes either ncot vYet due or being ccntested in
good taith (and for the payment of which adeguate reserves
have been provided) by appropriate proceedings so long as
such proceedings do not involve any danger of the sale, for-
feiture or loss of any Unit or interest therein, (v)
inchoate materiaimen'’s, mechanics', workmen's, repairmen'’s,
employees’ or other like liens arising in the ordinary
course of business and not delinquent, and (vi) liens
‘arising out ¢of judgments or awards against lLessee with
respect to which at the time an appeal or proceeding for
review is being prosecuted in good faith and with respect to
which there shall have been secured a stay of execution
pending such appeal of proceeding for revievw. Lessee will
promptly, at its own expense, take such action as may be
necessary to duly discharge any such mortgage, pledge, lien,
charge, encumbrance, security interest or claim not excepted
above if the same shall arise at any time.

SECTIQN 7. TIAXES.

lessee agrees to pay, and to indemnify and hold
the Vendor, lLesscr, the Trust Estate, and the Owner Partici-
pant harmless from all license and registration fees and all
taxes, including, without limitation, income, gross
receipts, franchise, sales, use, perscnal property, stanmp,
value~added, customs, export or other taxes, levies,
imposts, duties, charges or withholdings of any nature
(together with any penalties, fines or interest thereon)
imposed against any such party or the Trust Estate or any
Unit by any federal, state or local government or taxing
authority in the United States or by any foreign government
or any subdivision therecf upon or with respect to any Unit,
cr upon the purchase, ownership, delivery, leasing,
possession, use, operation, return or other disposition
thereof, or upon the rentals, receipts or earnings arising
therefrom, or upon the income or other proceeds received
with respect to a Unit while, and to the extent only that,
such Unit is part of the Trust Estate or until possession of
sich Unit has been delivered to Lessor in accordance with
Section 5 hereof, or upon or with respect to this lLease, or
the Security Document, (excluding, however, Federal taxes
on, or measured by, the net income of any party and taxes,
fees or other charges of any other Jjurisdiction which are
based cn, or measured by, the net income of any such party
and (i) imposed by the juriscéiction in which the principel
cffice of such party is located or (ii) imposed by any other
jurisdiction in which such party is subject tc taxes, fees
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or other charges as the result, whether solely or in part,
of business or transactions unrelated to this Lease, and
excluding any taxes on or measured by any fees or
compensation received by the lessor fcr services rendered in
connection with the transactions contemplated hereby, and
further excluding any United States taxes based on gross
income of any party (other than gross receipts taxes) which
may hereafter be imposed as a substitute for and not in
additicon to taxes based cn net income) unless, and to the
extent only, that any such tax, levy, impost, duty, charge-
or withholding is being contested by lessee in good faith
and by appropriate proceedings so long as such proceedings
do not invclve any danger of the sale, forfeiture or loss of
any Unit or interest therein. 1In case any report or return
is required to be made with respect to any obligation of
lessee under this Section 7 or arising out of this Section
7, Lessee will either make such report or return in such
manner as will show the ownership of each Unit in the Lessor
and send a copy of such report or return to Lesscr or will
notify lessor of such requirement and make such report or
return in such manner as shall be satisfactory to Lessor.
k11 accocunts payable by lessee pursuant to this Section 7
shall be payable, t0o the extent not theretofore paid, on
written demand by the party entitled tc indemnification.

All of the indemnities contained in this Section 7 shall
continue in full force and effect notwithstanding the
expiration or other termination of this lease and are
expressly made for the benefit of, and shall be enforceable
by, lessor and the Gwner Participant and their respective
successors and assigns.

SECIION_ 8. UWAILNTENANCZ ANU CPEBAIION.

Llessee, at its own cost and expense, shall
maintain, service, repair and overhaul each Unit so as to
keep it in as good orerating condition as when delivered to
lessee hereunder, ordinary wear and tear excepted. Lessee
agrees that no Unit will be maintained, used or operated in
violation of any law or any rule, regulation or order of any
government or governmental authority having jurisdiction
(domestic or foreign) with respect to such Unit.

Lessee agrees, for the benefit of the Lessor and
the Vendor, to comply in all respects (including, without
limitatiocn, with respect to the use, wmaintenance and
operation of each Unit) with all laws of the 3jurisdictions
in which 1its operaticns involving the Units may extend, with
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the interchange rules of the Association ¢of RAmerican
Railroads and with all lawful rules of the Department of
Transportation, the Interstate Commerce Commission and any
other legislative, executive, administrative or judicial
body exercising any power or jurisdiction over the Units, to
the extent that such lavws and rules affect the title,
operation or use of the Units, and in the event that such
laws or rules regquire any alteration, replacement or
addition of or to any part on any Unit, the Lessee will
conform therewith at its own expense; provided, hoxever.,
that the lessee may, in good faith, contest the validity or
application of any such law or rule in any reasonable manner
which does not, in the opinion of the lessor or the Vendor,
adversely affect the proverty or rights of the lLessor or the
Vendor under this lease cor under the Security Document. The
Lessee, at its own cost and expense, may furnish additicens,
medifications and improvements to the Units during the term
of this lease provided that such additions, modifications
and improvements are readily removable without causing
material damage to the Units. The additions, modifications
and improvenments made by the lLessee under the preceding
sentence shall be owned by the Lessee.

Except as otherwise provided im the next preceding
paragraph, any and all additions to any Unit and any and all
parts installed on and additions and replacements made to
any Unit shall constitute accessions to such Unit and, at
the cost and expense of the lessee, full ownership thereof
free from any lien, charge, security interest or encumbrance
{except for those created by the Security Document) shall
immediately be vested in the lessor and the Vendor as their
respective interests appear in the Unit itself.

SECTION_9. DROSSESSICN.

This lease shall be assignable in whole or in part
by the lLessor without the consent of the Lessee, but the
Lessee shall be under no obligation to any assignee of the
Lessor except upon written notice of such assignment fronm
the lLessor. All the rights of the Lessor hereunder
(including, but not limited to, the rights to receive the
rentals payable under this Lease) shall inure to the benefit
of the lessor's assigns (including the partners or any bene-
ficiary of any such assignee if such assignee is a
partnership or a trust, respectively).

So long as the lessee shall not be in default
under this lLease, the Lessee shall be entitled to the
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possession and use of the Units in accordance with the terms
of this Lease, but, withcut the prior written consent of the
lLesscr, the lessee shall not assign or transfer its
leasehold interest under this lease in the Units or any of
them. The lessee, at its own expense, will promptly pay or
discharge any and all sums claimed by any party which, if
‘unpaid, might become & lien, charge, security interest or
other encumbrance (other than an encumbrance created by the
Lessor or the Vendor or resulting from claims against the
Lessor or the Vendor not related to the ownership of the
Units) upon or with respect to any Unit, including any
accession thereto, or the interest of the Lessor, the Vendor
or the lessee therein, and will promptly discharge any such
lien, claim, security interest or encumbrance which arises.
The lessee shall not, without the prior written consent of
the lessor, part with the possession or control of, or
suffer or allow to pass out of its possession or control,
any of the Units, except to the extent permitted by the
provisions of the immediately succeeding paragraphe.

So long as the lLessee shall ncot be in default
under this lease, lessee shall be entitled to the possession
of the Units and to the use of the Units by it or any
affiliate upon lines of railrocad owned or operated by it or
any such affiliate or upon lines of railroad over which the
lessee or any such affiliate has trackage or other operating
rights or over which railroad equipment of the lLessee or any
such affiliate is regularly operated pursuant to contract,
and also to permit the use of the Units upon connecting and
other carriers in the usual interchange of traffic, but only
upon and subject to all the terms and conditions of- this
Lease; provided., however, that the Lessee shall not assign
or permit the assignment of any Unit to service involving
the regular operation ond maintenance thereof ocutside the
United States of America or Canada or Mexico. The Lessee
may receive and retain compensation during the Term for such
use from other railroads so using any of the Units.

Nothing in this Section 9 shall be deemed to
restrict the right of the lessee to assign or transfer with
the consent of the lLessor its leasehold interest under this
Lease in the Units or possession of the Units to any
railroad corporation incorporated under the laws of any
state of the United States of America or the District of
Columbia (which shall have duly assumed the obligations of
the lLessee hereunder and under the Security Document) into
or with which the lessee shall have become merged or
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consclidated or which shall have acquired the property of
the lessee as an entirety or substantially as an entirety,
provided that such assignee c¢r transferee will not, upon the
effectiveness of such merger or consolidation, be in default
under any provision of this Lease.

SECTION 10. IRENIIEICATION MARKS.

Lessee will cause each Unit to be kept numbered
with the identifying number set forth in Schedule AR hereto,
.or in the case of any Unit not there listed, such
jdentifying number as shall be set forth in any amendment or
supplement hereto extending this Lease to cover such Unit,
and will keep and maintain, plainly., distinctly, permanently
and conspicuously marked on each side of each Unit, in
letters not less than che inch in height, the vords
"Ownershir Subject to a Security Agreement Filed under the
Interstate Commerce Act, Section 20c" or other appropriate
words designated by the lessor, with appropriate changes
thereof and additions thereto as from time to time may be
regquired by law in order to protect the lessor's and
Vendor's title to and property in such Unit and the rights
0of the Lessor under this lease and of the Vendor under the
Security Document. The lessee Wwill not place any such Unit
ir operation or exercise any control or dominion over the
same until such name and words shall have been so marked on
both sides thereof and will replace proumptly any such nane
and words which may be removed, defaced or destroyed. The
lLessee will not change the identifying number of any Unit
unless and until a statement of new number or numbers to be
substituted therefor shall have been filed with the Vendor
and the lessor and filed, recorded and deposited by the
Lessee in all public offices where this lease and the
Security Document shall have been filed, recorded and
deposited.

Except as provided in the immediately preceding
paragraph, the lessee will not allow the name of any person,
association or corporation to be placed on any Unit as a
designation that might be interpreted as a claim of owner-
ship; provided, boxever, that the Units may be lettered with
the names or initials or other insignia customarily used by
the lessee or its affiliates.
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SECIION_11. CASUALTY OCCURREMCE.

lLessee shall give written notice to Lessor and
Vendor promptly after it has determined that a Casualty
Occurrence has occurred, and shall elect one of the follow-
ing two alternatives:

(i) On the Rental Payment Date immediately
succeeding the date on which lessee has determined that a
Casualty Occurrence has occurred, pay to lLessor an amount
equal to the sum of (AR) all Eent with respect to such Unit
due on or prior to such Rental Payment Date or, im the case
of Supplemental Rent, due in consequence of such Casualty
Occurrence, and (B) the Stipulated Loss Value for such Unit
computed as of such Rental Payment Date; in the event of
payment in full of such Rent and Stipulated loss Value, the
obligation of lLessee to pay Basic Rent hereunder with
respect to such Unit on any Rental Payment Date after such
Rent and Stipulated lLoss Value payment shall have been made
shall terminate, and (except in the case of loss, theft or
complete destruction) the lessor shall be entitled to
possession of such Unit. Lessor may appoint the Lessee its
agent to dispose of any Unit suffering a Casualty Occurrence
at the best price obtairable on an "as is, where is" basis,
and, provided that lessee has previously paid the Stipulated
Loss Value to lessor, the lessee shall be entitled to the
proceeds of any disposal up toc the Stipulated Loss Value of
such Unit, and shall pay any excess to the Lessor; or

(ii) Lessee shall duly convey to the Trustee as
replacement for such Unit title to another Unit of the same
type and guality and depreciable at the same rate and to the
sapge extent as the Unit replaced, owned by lessee free and
clear of all liens, encumbrances or rights of others whatso-
ever and having a value and utility at least egqual to, and
being in as good operating condition as, the Unit with
respect to which such Casualty Occurrence occurred, assumning
that such Unit was in the condition and repair required )y
the terms hereof immediately prior to the occurrence of such
Casualty Cccurrence; and, upon such conveyance, Lessee, at
its own expense, will promptly (a) furnish the Llessor with a
Bill of Sale, in form and substance satisfactory to the
Lessor, with respect to such replacement Unit, (B) duly exe-
cute and deliver a Certificate of Delivery in form satis-
factory to the lLessor, subjecting such replacement Unit to
this Lease, (C) furnish lessor with such evidence of
lessee's title to such replacement Unit (including, if
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requested, an opinion of Lessee's counsel) and of the
condition of such replacement Unit as Lessor may reasonably
request and (D) take such other action as lessor may
reascnably request in order that such replacement Unit be
duly and properly titled in the lessor and leased hereunder
and subject to the Security Document to the same extent as
the Unit replaced thereby; proyvided., however, that it
Lessee's election to provide a replacement Unit results in
the recapture of any depreciation deduction or investment
credit, then lessee shall pay to lLessor an indemnity
calculated as provided in Section 13. Upon full compliance
by Lessee with the terms of this subparagraph (ii), Lessor
will execute and deliver the Certificate of Delivery with
respect to such replacement Unit and transfer to lessee,
without recourse or warranty (except with respect to its own
acts), all lessor's right, title and interest, if any, in
and to the Upnit with respect to which such Casualty
Occurrence occurred. Thenceforth, for all purposes hereof,
each such replacement Unit shall be deemed a Unit as defined
herein.

lessee’s election shall be by written notice given
to lLessor on or pefore the Rental Payment Date immediately
succeeding the date on which lLessee determines a Casualty
Occurrence has occurred and, if alternative (ii) above is
elected by lessee, shall be fully performed within thirty
(30) days after the date of such notice.

SECTICN_12. INSUEAXCE.

(a) Ipsurance:_ _Public Liability_ and Rroperty
Damage. lessee will, without cost to Lessor or any other
named insured (other than lessee), carry or cause to be
carrijed with commercial insurers of reccgnized respon-
sibility insurance, payable in United States Dollars, with
respect to the Units which is of the type and amounts
usually carried by corporations engaged in the same or
similar business, similarly situated with Lessee, and owning
or leasing units of the same or comparable type and which
covers risks of the kind customarily insured against by such
corporations, including public liability and property damage
and risk of physical loss insurance with respect to the
Units. This insurance shall be in no event less than the
public liability and property damage insurance applicalble to
other units of eguipment of same or comparable type operated
by Lessee.
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(b) HKeportss: _Paypents. Unless the lessor waives
the following reguirements in writing to the lessee, Llessee
will furnish Lessor concurrently with the execution hereof
and thereafter at intervals of not more than twelve (12)
calendar months, with a detailed report signed by an
independent insurance broker with respect to the insurance
carried on the Units, together with the opinion of such
brokers as to its compliance with the provisions of this
Section 12. Lessee will cause such firm to agree to advise
Lessor promptly of any lapse of any such insurance by
expiration, failure to renew, or otherwise, or of any
default of payment in any premium and of any o¢ther act or
omission on the part of lessee of which it has knowledge and
which might, in its opinion, invalidate or render
unenforceable, in whole or in part, any insurance on Units.
Lessee will also cause such firm to agree to mark its
récords and use its best efforts to advise Lessor, at least
five (5) business days prior to the expiration date of any
insurance carried pursuant to this Lease, that said
insurance has been renewed or replaced with new insurance
which complies with the provisions of this Section 12, and
such advice shall be in the same detail in respect of such
reneved or replacement insurance as is reguired in respect
of insurance described in the aforementioned reporte.

211 insurance shall be taken out in the name of
lessor and lessee, as their interests may appear. The
policies or certificates shall provide that there shall be
no recourse against lessor for the payment of premiums, and
shall provide for at least twenty (20) business days' prior
written notice to be given to lessor by the undervwriters in
the event of cancellation. '

All insurance policies or certificates shall pro-
vide that the losses thereunder shall be adjusted with the
Llessee and shall be payable to lessor; provided, hpowever.
that payment of $10,000 or less may be made directly to
Lessee where such payment is for damage not amounting to an
actual or constructive total loss.

As between lessor and lessee it is agreed that all
insurance proceeds received as the result of the occurrence
of a Casualty Occurrence with respect to a Unit will be
applied to the payment of Stipulated loss Value, with any
excess being payable to lessor. As between lessor and
Llessee it is also agreed that the proceeds of any insurance
for property damage loss not constituting a Casualty
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Occurrence With respect to a Unit will be applied in payment
for repairs or for replacement property in accordance with
the terms of Section 8 hereof, if not already paid for by
lessee, and any balance remaining after compliance with said
Section 8 with respect to such loss shall be paid to the
order of lessor.

SECTION_13. INDEMEIFICATION ERD EXPENCSES.

(a) General_ Indeppity. The Lessee agrees to
indemnify, protect and hold harmless the Lessor and the
Vendor from and asagainst all losses, damages, injuries,
liabilities, claims and demands whatscever, regardless of
the cause thereof, and expenses in connection therewith,
including, but not limited to, counsel fees and expenses,’
patent liabilities, penalties and interest, arising .out of
or as the result of the entering into or the performance of
the Security Document or this lease, the ownership of any
Unit, the ordering, acguisition, use, operation, condition,
purchase, delivery, rejection, storage c¢r return of any Unit
or any accident in connection with the operation, use,
condition, possession, storage or return of any Unit A
resulting in damage to property or injury cor death to any
perscn. The indeunities arising under this paragraph shall
continuve in full force and effect notwithstanding the full
payment of all obligations under this lLease or the
termination of this Lease.

(b) Indenpity_for_loss_of Depreciation _on
Interest Deductions_cr_lpyestnent Credit. For United States
incore tax purposes (and to the extent ellowable for state
and local tax purposes) (but only under the conditions and
subject tc the limitations set forth in Section 4(b)(xi) and
4(b){(xii) hereci), lLessor intends as to all Units under this
lease, to deduct accelerated depreciation on such Units
under Section 167(DL)Y(2) cr (3) of the Internal Revenue Code
cf 1654, as anended {(the "Code"}; and +to deduct interest
paid under the Security Docurent, and to benefit freom the
0% investment tax credit as alliowed Ly Section 38 of the
Code.

If for any Unit or any part thereof, there shall
be a disallcewance, elimination, reduction or
disqualification (™Loss®”) in vhole or in part of said
deduction of accelerated depreciation, interest deduction or
investment tax credit for such tUnit, lessee shall, upon
request by Lessor, pay tc Lesscor additioenegl Rent to

-

conpensate Lessor for the conseqguent LOSS.
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As additional rent herein provided, lessee shall
pay Lessor as liquidated damages for loss of the bargain and
not as a penalty, within 30 days ¢f such loss, an amount
egual to the sum of (a) the guotient of (i) an amount equal
" to (1) the disallowved depreciation deduction of accelerated
depreciation for prior years, ninus the present value (using
a 6% per annum discount factor) of the difference between
the allowed depreciation deduction and the disallowed _
depreciation deduction for subsequent years; plius (2) the
disallowed interest deduction for prior years and the
present value (using a 6% per annunm discount factor) of the
disallowed interest deduction for subseguent years, such
disallowed depreciation and interest to be multiplied by the
highest effective statutory federal income tax and/or excess
profit tax rate generally applicable to the Lessor..(or the
parent company of a consoclidated group in which the lessor
is included for tax purposes) for the taxable year of Lessor
for which it (or the parent company of a consolidated group
in which the legsor is included for tax purposes) is
required to pay additional tax (including therein the effect
of any applicable surtax, surcharge and/or any cther federal
tax or charge related to net income or excess profits, or
related to any tax on net income or excess profits) (herein-
after referred to as the Federal Tax Rate) plus (3) any
penalty reguired to be paid tco the lessor with respect to
such Loss, plus (4) the difference between the 10%
investment credit as set forth in Sections 4(b)(xi) and
4(b){(xii) hereof (or the total investment credit previocusly
allowed lessor if there has been a previous Loss with
respect to such units) and the investment credit with
respect to the Units which is allowed to the lessor; divided
by (ii) that percentage which is the difference between 100%
and the sum 0of (a) the Federal Tax Rate and (b) the highest
effective generally applicable rate of tax -imposed by
California on net income and/or excess profits on California
corporations engaged in tusiness soiely within the State of
California for the taxable yYear of Lessor for which it (or
the parent company of a consclidated group in which lessor
is included for tax purposes) is required to pay additional
tax (including therein the effect of any applicable surtax,
surcharge and/or any other Califcrnia tax or charge related
to net income or excess profits), such California rate of
tax multipiied by that percentage vhich is the difference
between 100% and the Federal Tax Rate for such year plus (bh)
any interest required to be paid by the Lessee with respect
to such loss.
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For the purposes of this Section 13, a Loss shall
occur upon the earliest of the date on which (1) the
happening of any event {(such as disposition or change in use
of any Unit) which nmay cause such loss, or (2) the payment
by the Lessor to the Internal Revenue Service of the tax
increase resulting from such loss, or (3) the adjustment of
the tax return of Lessor to reflect such loss. Llessee will
also pay any interest, addition to tax, and penalties paid.,
or which would be payable to the taxing authority or
jurisdiction if there were no other adjustments to said tax
return; provided, however, that interest shall not run after
the payment by lessee to Lessor of the full amount of any
indemnification then requested by lessor. Lessor shall be
‘responsible for, and shall not be entitled to a payment
under this Section on account of any loss due to one, or more
of the following events: (1) a2 disqualifying disposition
due to the sale of the Units or the lease thereof by lessor
prior to any default by Lessee; (2) a failure of Lessor to
timely or properly clain depreciation, interest or
investment tax credit deductions in respect of the Units in
the tax return of Lessor; (3) lessor does not have for any
taxakble year sufficient (1) gross income after all allowable
deducticons not including the deduction for accelerated
depreciation which would otherwise be allowable with respect
to any Unit or (ii) liability for tax after all credits
which would cthervwise be allowable with respect to any Unit;
(4) a disqualifying change in the nature of Lessor's
business or liguidation thereof; (5) a foreclosure by Lender
or any person holding through lessor a lien on the Units,
which foreclosure results solely from an act of lessor; (6)
any event which by the terms of this lease requires payment
by lessee of the Stipulated loss Value, if such Stipulated
Loss Value is thereafter actually paid by lessee; (7)
application of the provisions of Sections 56, 163{(d), or
1348(b)(2) nf the Code with respect to depreciation or
interest deductions; or (8) any other fault of the Lessor or
Owner Participant which directly causes the loss of any of
the aforesaid tax benefits; provided, houever., that the
execution and delivery of this lLease and the other documents
herein referred to and the carrying out of the transactions
contemplated herein and therein 3in accordance with the
terms of this lease and such other documents shall not be
deemed to have caused the loss of such tax benefit under
this clause (8), unless the same were to be caused by the
circumstances that First Security Bank of Utah, N.A., has
assumed to act or has acted as both Agent and Trustee under
the Security Docunment.
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(c) Contest of Disallowance. gf Tax Benefits. 1In
the event a claim shall be made by the Internal EKevenue

Service or by a state or local taxing authority with respect
to the disallowance of such investment credit or
depreciation or interest deductions with respect to any Unit
and lessee shall be required to indemnify lessor for the
loss caused by such disallowance, lesscor hereby agrees to
take such action in connection with contesting such claim as
lessee shall reasonably reguest from time to time, provided.
Lowever, that: (i) within thirty (30) days after notice by
lesscr to lessee of such claim, lessee shall reguest that
such claim be contested; (ii) lessor at its sole option, may
forego any and all administrative appeals, proceedings,
hearings and conferences with Internal Eevenue Service or
the state or local taxing auvthority in respect of such clainm
and may, at its sole option, either pay the tax claimed and
sue for a refund in the appropriate United States District
Court and/or the United States Court of Claims, as lessor
shall elect, or contest such claim in-the Tax Court of the
United States, or in the appropriate state or local court of
competent jurisdiction, considering, however, in good faith
such request as Lessee shall make concerning the most
appropriate forum in which to proceed; (iii) prior to taking
such action, lessee shall have furnished lLessor with an
opinion of its tax counsel to the effect that the likelihood
of 2 meritoricus defense exists to such claim; and (iv)
Lessee shall have indemnified lLessor in a manner
catisfactory to it for any liability or loss vhich Llessor
may incur as the result c¢f contesting such claim and shall
have agreed t¢ pay Lessor on demand all costs and expenses
which Lessor may incur in connection with contesting such
claim including, without limitation, (A) reasonable
attorneys*® and accountants' fees and disbursements, (B) the
amcunt of any interest or penalty which may ultimately be
payable as the result of contesting such claim, and (C) in
the event lessor shall pay the tax claimed and then seek a
refund and the final determination of such claim shall be
adverse to lessor, interest as charged by the Internal
Revenue Service on the amount of the tax paid attributable
to the portion of the investment credit or depreciation or
interest deduction disallowed by such claim, conmputed fron
the date of payrent of such tax to the date lLessee shall ’
reimburse Lessor for the payrent of such tax. If any such
claim referred to above shall be made by the Internal
Revenue Service or by a state or lccal taxing authority and
lessee shall have reasonably regquested lessor to contest
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such claim as above provided and shall have duly complied
with all of the terms of this Section 13, lessee's liability
with respect to the investment credit or depreciation or
interest deduction disallowed by such claim shall become
fixed upon final determinaticn of lessor's liability for the
tax claimed and after giving effect to any refund obtained,
together with interest thereon; but in all other cases the
liability of Lessee shall become fixed at the time Lessor
makes payment of the tax attributable to the portion of the
investment credit or depreciation or interest deduction
lost. In the case of any such claim by the Internal EKevenue
Service or by a state or local taxing authority referred to
above, lesscr agrees to promptly notify lessee in writing of
.such claim and agrees not to make payment of the tax claimed
for at least thirty (30) days after the giving of such
notice and ayrees to give to lessee any relevant information
relating to such claim which may be particularly within the
knowledge ¢of Lessor and shall otherwise cooperate with
lessee in good faith in order to effectively contest any
such claine.

(d) Arpelicaticon_and _Contipuance. of lIndemnitiss.
The indennities contained in paragraph (a) of this Section
13 shall apply whether or not any Unit is delivered
hereunder. Except &s otherwise provided, the indemnities
contained in this Section 13 shall continue in full force
and effect notwithstanding the expiration or other
terminaticn of this lease. ‘

(e) Stipulated_lLoss. Yalue =-_Indempity. If any
event reguiring payment of Stipulated Loss Value for any
Unit does not result in the loss of the investment tax
credit or depreciation or interest deduction for such Unit,
the Stipulated loss Value, as the case may be, shall be
adjusted by deduciing therefrom the amount, if any, included
therein which represents reimburserent to Lessor for such
loss and i1f lessor fails to obtain any economic benefit to
Lessor reflected in Stipulated Loss Value as a result of tax
treatment other than that contemplated by the principles
upon which Exhibit B hereto was computed, whether or not
Lessee is required to indennify lessor for such failure, the
Stipulated Loss Value shall be adjusted to reflect such tax
treatment in accordance with the principles on which Exhibit
B hereto was conmputed; provided. horexver, that the
Stipulated Loss Value for any Unit at any time after giving
effect to such adjiustment shall not be less than the
aggregate of the accrued interest on, and unpaid principal
under the Security Document in connection with such Unit
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outstanding at such tinme.

(f) ERental AdjusinpenX For lLessee’s Capital
Expenditures. In the event and to the extent that the cost
of any improvement and/or addition (hereinafter called
Capital Expenditures) to a Unit made by the Lessee, under
and pursuant to the terms of this Lease or otherwise, is
reguired to be included in the gross income of the Owner
Participant (the “Beneficiary") for Federal income tax
purpcses at any time prior to the time such Unit is disposed
cf in a taxable transaction, thew the rentals for the Units
set forth in Section 3 herecf shall, on the next succeeding
rental payment date after the date on which the lessee is
required to furnish written notice therecf to the Lessor and
the Beneficiary pursuant to the last paragraph of this sub-
section (f) after said inclusion in the Peneficiary's gross
income is required, be increased to such amount or amounts
as shall, in the reasonable opinion of the Beneficiary,
after taking intoc account any present or future tax benefits
that the Eeneficiary reasonalbly anticipates it will derive
from its additicnal investment in the Units by reason cif
said inclusion {(including without limitation any current
deductions, future depreciation deductions and invesiment
tax credit), cause the Beneficiary's net return (calculated
on the sanme basis as used by the Beneficiary in originally
evaluating this transaction) to egual the net return that
wvould have been realized by the Beneficiary if the cost c¢f
such Capital Expenditures had not been includible in the
Beneficiary's gross inconme.

In determining the present or future tax benefits
to be taken into account by the Beneficiary in establishing
the cental increase reguired hereby, the Zeneficiary shall
attempt t0 maximize such benefits and hence mininmize the
increase in rents by making such elections {(including where
advantageous the apprlicable asset guideline repair allovwance
and accelerated depreciation, if then permitted) and utiliz-
ing such conventions and accounting methods as will further
such obijectives; provided, however, that the Beneficlary
shall not be reguired to make any election or utilize a
particular coenvention in accounting method if the Rene-
ficilary determines, in its sole discretion but in good
faith, that in so doing it will adversely affect its tederal
income tax liability determined without regard to this
transactione.

For purposes of this subsection the cost of
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Capital Expenditures made by the lessee shall he deened to
be "required to be inclivded in the gross income of the Bene-
ficiary for ¥Yederal income tax purposes"™ if such inclusion
is reguired by (i) any private ruling letter issued to the
Beneficiary by the Internal Revenue Service that has not
been revoked or othervwise rendered inapplicable at the tinme
the cost of said Capital Expenditures is incurred; (ii) any
provisicn of the Code or the appliceble regulations there-
under; or (iii) any published revenue ruling of the Internal
Revenuve Service which has not been held invalid by a court
having ultimate appellate jurisdiction over the Federal
income tax 1liability of the EBenetficiary.

As a condition of any increase in rentals pursuant
t0 this subsection, the Beneficiary will, upon the-written
reguest and at the sole expense of the Lessee (A) seek a
mcdification of any private ruling letter described in (i)
of the preceding paragraph to eliminate the reguirement that
the cost of Capital Expenditures be included in the Bene-
ficiary®s gross income and (B) contest the inclusion of the
cost of Capital Expenditures in its gross income if such
inclusion is required pursuant to (ii) or (iii) of the
preceding paragraph in such form as it, in its sole judament
but with due regard to the lessee‘'s advice, shall select;
provided, however. that the Beneficiary shall not be
reguired to contest such inclusion unless it has received an
opinion from independent counsel selected by the Lessee and
acceptadble to the BRenreficiary that there is a reasonable
basis for contesting such inclusion and the Lessee has
advanced to the bepneficiary such sums as the Beneficiary may
reasconably deem necessary to pay the costs of such contest.

The Lessee zgrees that, within 30 days after the
close of any calendar year (or in the event the Lessor gives
the lLessee written notice that the Lessor®s taxable year
closes cn a date specified therein other than December 31,
within 30 days after said date) in which the lesses has nmade
Capital Expenditures which are required to be incljuded in
the gross income of the Beneficiary for Federal income tax
purposes priecr ot the time such Unit is disposed of in a
taxalle transaction, the Lessee will give written notice
thereof the the Beneficiary describing such Capital FExpendi-
tures in reasonable detail and specifving the cost thereof
¥with respect to each Unit.
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SECTIOR_ 14. INSRECTION.

ht all reasonable times Lessor or its authorized
representatives may inspect each Unit and the books and
records of Lessee relative thereto. Lessor shall have no
duty to make any such inspection and shall not incur any
liability or obligation by reason of not making any such
inspection.

SECTIQN_ _15. EXERIS _OF _DEEAULI.

The folloving events shall coastitute Events of
Default (wvhether any such event shall be voluntary or invol-
untary or come about or be effected by operation of lav or
pursvant to or in compliance with any judgment, decree or
crder of any court or any order, rule or regulation of any
adpinistrative or governmental body):

(a) lessee shall fail to make any payment of Fent
within ten (10) days after the same shall have become due;

(b) ILessee shall fail to carry or cause to be
carried the insurance required by Section 12 of this Lease
at any time during the Term of this lease;

(c) Lessee shall fail to perform or observe any
covenant, condition or agreement tc¢ be performed or observed
ty it hereunder and such failure shall continue unremedied
for a period cof thirty (30) days after vwritten notice
thereof by Llessor;

(d) any representation or warranty made by lessee
herein or in any document or certificate furnished lessor in
connection herewith or pursuant hereto shall prove to be
incorrect at any time in any material respect;

(e) any obligation of Lessee for the payment of
borrovwed nmoney or for the deferred purchase price of prop-
erty shall not be paid when the same becomes due (other than
by reason of accelerationl) and the eapplicable grace period,
if any, with respect thereto, as the same may be extended by
consents or waivers, shall elapse, or any such obligation
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shall be accelerated and such acceleration shall not be
rescinded or annulled within fifteen (15) days after the
occurrence thereof;

{£) a petition for reorganization under Section
77 of the Bankruptcy Act, as now constituted or as said Sec-
tion 77 may hereafter be amended, shall be filed by or
against the lessee and, unless such petition shall have
been dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall continue),
all the obligations of the lessee under this lease shall not
have been duly assumed in writing, pursuanpt toc a court order
cr decree, by a trustee cr trustees appointed (whether or -
not subject to ratification) in such preceedings in such
meanner that such obligations shall have the same status as
obligations incurred by such trustee or trustees, within
thirty (30) days after such appecintment, if any, or sixty
(60) days after such petition shall have been filed,
whichever shall be earlier;

{¢g) any other proceedings shall be commenced by
or against the Lessee for any relief which includes, or
might result in, any modification of the cbligations of the
lLessee hereunder under any bankruptcy or insoclvency lauws, oo
lJaws relating to the relief of debtors, readjustments of
indebtedness, reorganizations, arrangements, compositiong or
extensions (cther than a law which does not permit any
readjustnents of the obligations of the lessee hereunder),
and unless such proceedings shall have heen disnmissed,
nullified, stayed or otherwise rendered ineffective (bhut
then only so long as such stay shall continue in force or
such ineffectiveness shall continuel, all the obligations of
the lessee under this Lease shall not have *been duly assumped
in writing, pursuant to a court order or decree, bY a
trustee or trustees ol receiver or receivers appeinted
(whether or not subject to ratification) for the lessee or
for the property of the lessee in connection with any such
proceedings in such manner that such obligations shall have
the same status as obligations incurred by such a trustee or
trustees or receiver or receivers, within thirty (30) days
after such appointment, if any, or sixty (60} days after
such proceedings shall have Leen counmenced, whichever shall
he earlier;

(h) the lessee shall make or permit any unauthor-
ized assignment or transfer of this Lease or of possession
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of the Units, or any thereof;

(i) Final judgment for the payment of money in
excess of $1,000,000 or eguivalent in other currency shall
be rendered against Lessee and the same shall remain
undischarged for a period of sixty (60) days during which
execution of such judgment shall not be effectively stayed;
provided that this paragraph (i) shall not be applicable to
any final judgment for the payment of money, the amount of
which shall be withinr the policy limits of applicabdle
insurance and such insurer acknowledges to Lessor its
liability under such insurance policies.

C2BCTION_16. REMERIES.

Upon the occurrence of any Event of Default and at
any time thereafter, Lessor may, at its option, declare this
Lease to be in default; and at any time thereafter, so long
a3z lessee shall nct have remedied all outstanding Events of
Default, lLessor nay do one or more of +*he following with
respect toc any or all of the Units as Lessor in its sole
discretion shall elect, to the extent perpitted by, and’
subject to compliance with any mandatory regqguirements of,
applicatle law then in effect:

(a) cause lessee, upon the writter demand of
Lessor and at Lesszsee'’s expense, to promptly return such Unit
as Lessor may demand to lessor in the manner and condition
required by, and otherwvise in accordance with all the
provisions of, Section 5 herecf as if such Unit were being
returned at the end of the Term for such Unit; or lesscor, at
its cption, may enter upcn the premises where such Unit is
located and teke immediate possession of and remove the sSame-
by summary proceedings cr othervwise, all of which shall, to
the maximum extent permitted by law, be without liability on
the part of lessor for or by reason of such entry or taking
of possession, whether fcr the restoratiocon of damage to
property caused by such taking oOx otherwise;y

(b) sell such Unit at public or private sale, as
Lesscr may deternine, cor otherwise dispose of, hold, use,
operate, lease to others or keep idle such Unit as Lessor in
its scle discretion, may determine, all free and clear or
any rights of lessee except as hereinafter set forth in this
Section 16 and without any duty to account to Lessee with
respect to such acticen or inacticon or for any proceeds with
respect theretog
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(c) terminate this lease as to any or all Units,
Or may exercise any c¢ther richt or remedy which nray be
-available to it under applicable law or proceed by
~appropriate court action to enforce the terms hereof or to
recover damages for the kreach hereof; and

(d) Lessor shall be entitled to retain all rents
and additional sums theretofore paid by lessee or received
¥y lLessor and lessor may recover from Lessee all rents and
additional sums accrued and unpaid hereunder as of the date
that this remedy is exercised by lessor;: and in addition,
lessor may recover from lLessee as liguidated damages but not
as a penalty, an aggregate sum, which at the time of any
termination by lessor of this lease or of Lessee's’ tights
thereunder, represents the excess if any of the then present
value of all fixed rent, which would cotherwise have been
paid on account of the Units affected by such termination
from the date of termination to the end of the term of this
Le2ase over the then present value of the aggregate fair
rental value of Units affected for the balance cof such tern
or in the event that such Units are sold by lessorxr, the net
proceceds realized from such sale, such present value to bhe
ccnputed in each case on the basis of six percent (6%} per
annun discount factor from the respective dates upon which
such rents would have been payable hereunder had this Lease
not been terminated.

In addition, Lessee shall be liable, eXcept as
othervise provided above, for all legal fees and other costs
and expenses incurred by reason of the occurrence of any
Event of Default cor the exercise of lessor's remedies with
respect thereto, including all costs and expenses incurred
in ccnnecticrn with the return of any Unit in accordance with
the terms of Section 5 hereof or inr placing such Unit in the
condition reguired by said Section and including any loss
referred to in Secticn 13 herecf. At any sale of a Unit
pursuant to this Section, Lessor may bid for and purchase
such property. Except as otherwise expressly provided
above, no remedy referred to in this Section is intended to
be exclusive, but each shall be cumulative and in addition
to any other remedy referred to above or otherwise available
to lLessor at law or in eguity; and the exercise or beginning
cf exercise by lessor of any one or more of such remedies
shall not preclude the simultaneous or later exercise by
Lessor of any or ell of such other remedies. NoO express or
implied vaiver by lessor of any Event of Default shall in
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any way be, or be construed to be, a waiver of any future or
subsequent Event of Default. To the extent permitted by
applicable law, Lessee hereby waives any rights now or
hereafter conferred Dy statute or othervise which may
reguire Lesscr to sell, lease or othervise use any Unit in
mitigation of lessor®s damages as set forth in this Section
16 or which may otherwvise 1limit or modify any of lessor's
rights or remedjes under this Section.

Lessor agrees to give Lessee at least ten (10)
days'® prior vritten notice of any public sale of a Unit or
of any private sale, lease for a term of more than one month
or other private dispcsition of a Unit pursuant to paragraph
(L) above, which notice, in the case of a private sale,
lease or other private disposition, shall specify the price
or rental and other relevant terms thereof.

Withcut in any way limiting the obligation of the
lessee under the foregoing provisions of this Section 16,
the Lessgee hereby irrevocably appoints the lessor zs the
agent and attcrney of the lessee, with full power and
authority, at any time while the lessee is obligated to
deliver possession of any Unit to the Lessor, to demand and
take possession of such Unit in the name and on behaif of
the Llessee from vhomsoever shall be in pessession of such
Unit at the time,.

SECRIQK 11. LESSORIS_KIGHI_TO PEEEORM_FQR_LESSEL.

If Lessee fails to make any payment of Supple-
nental Rent required to be made by it hereunder or fails to
perform or conply with any of its agreements contained
herein, Lessor may itself make such payment or perform or
comrply with such agreement, and the amount of such payment
and the amount o©of the reasonable expenses of Lessor incurred
in ccnnection vwith such payment ¢r the performance of or
corpliance with such agreement, as the case may be, together
with interest therecon at the rate of ten percent (10%) per
annunm, shall be deemed Supplemental Kent, payable by Llessce
upon demand.

SECTION.18. RECORRIKG: FURTHER ASQUERRNQES: EFINAKCIAL
CORN J¥:_ ANNUAL_REPCEIS.

The lessee, at the expense of the Lessee, will
cause this Lease, the Security Document and any assignment
hereof to be filed and recorded with the Interstate Conmmerce



Commission in accordance with Section 20c of the Interstate
Commerce hct. The Lessee will undertake the filing,
registering, deposit. and recording regquired of the Lessor
under the Security Dccument and will from time to time do
and perform any other act and will execute, acknowledge,
deliver, file, register, record (and will xrefile, re-
register, deposit and redeposit or re-record vhenever
required) any and all further instruments required by law or
reascnably requested by the lLesscor or the Vendor for the
purpose of proper protection, to their satisfaction, of the
Vendor's and the lessor’'s respective interests in the Units,
or for the purpose 0f carrying out the intention of this
Lease, the Security Document or the assignment thereof to
the Vendor; and the lessee ¥ill promptly furnish to the
Vendor and the lessor evidences of all such filinge
registering, depositing or recording, and an opinion or
rinions of counsel for the lessee with respect thereto
satisfactory to the Vendcr and the lessor. This lease and
the Security Document shall be filed and recorded with the
Interstate Commerce Commission prior to the delivery and
acceptance hereunder of any Unit.

lessee will premptly and dely execute and deliver
to Lessor such further documents and assurances and take
such further action as Lessor nmay from time to time reason-
ably reguest in order to nmore effectively carry cut the
intent and purpose of this lease and to estahlish and
protect the rights and remedies created or intended to be
created in favor of lessor hereunder; provided, hLoWeyer.
that this sentence is not intended to impose upon Lessee any
additional liabilities not otherwise contemplated by this
lease. lessee also agrees: (i) to make available to Lessor
and Vendor or their designated agents within 120 days after
the close of each fiscal year of Lessee, copies of lessee's
annual report to stockholders, including financial
statemnents, as certified by independent public accountantis,
including their certificate and accompanying comnpent; (ii)
to furnish to Lessor and Vendor within 120 days after the
close of each fiscal year of lessee, a certificate of
lLessee, signed by a vrincipal financial cofficer of lessee,
to the effect that the signer has reviewed the relevant
terms of this lease and has made, or caused to be made under
his supervisicn, a review of the transactions and condition
cf lessee during the accounting period covered by the
financial statements referred to above, and that such review
has not disclosed the existence during such accounting
period, nor does the signer have knowledge of the existence
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as at the date of such certificate, of any condition or
event which constitutes an Event of Default or which, after
notice or lapse of time or both, vwould constitute an Event
of Default, or, if any such condition or event existed or
exists, specifying the nature and period of existence
thereof and what action lessee has taken or is taking or
propcses to take with respect thereto; and (iii) to furnish
to Lesscr and Vendor from time to time such other
information as either may reascnably reguest.

On or before ARugust 31 in each year, commencing
with the year 1976, the Lessee will furnish to the lessor
and the Investors under the Finance hgreement an accurate
statement (a) setting forth as at the preceding June 30 the
amount, descripticn and numbers of all Units then Yeased
hereunder and covered by the Security Document, the amount,
description and numbers cf all Units that Lessee has
deterrined have suffered a Casualty Occurrence or are then
undergoing repairs (octher than running repairs) or have been
withdrawn from use pending repairs {other than running
repairs) during the 1iZ-month period preceding such June 30
and such other informaticn regarding the condition ard state
of repair of the Units as the lessor or the Investors under
the Finance Agreement may reasonably regquest and (b) stating
that, in the case of all Units repaired or repainted during
the period covered by such statement, the numbhers and
markings required by Section 5 and the Security Document
have been preserved or replaced. The Lessor shall have the
right, by its agents, to inspect the Units and lessee's
records with respect therete at such reasonable times as the
lessor may request during the term of this Lease.

Hithin 120 days after the close of each of its
fiscal years, the lessee will promptly furnicsh to the lessor
and the Investors under the Finance Agreement financial
statements of lessee's parent, if any, for such fiscal year,
incliuding a consolidated balaznce sheet and income statement,
prepared in conformity with generally accepted accounting
principles applied on a basis consistent with that of the
preceding year and certified by such parent's independent
public accountants and (b) lessee's consoclidated financial
staterents for such fiscal year (as filed with the
Interstate Commerce Comnmission in form R-1), including a
consolidated balance sheet, an income statement, prepared in.
conformity with generally accepted accounting principles or
the regulations of the Interstate Commerce Commission, in
either case applied on a basis consistent with the preceding
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year. Lessee shall alsc furnish to the lessor and the
Investors under the Finance Agreement as soon as avallable,
and in any event within 45 days after the end of each of the
first three guarterly periods of each such fiscal year,
coples of Lessee's Form FESI and Form CBS comprising
guarterly reports of consolidated revenue, expense and
income and condensed consolidated bzlance sheets, respec-
tively, for such guarterly period, ags filed by the Lessee
with the Interstate Commerce Comnmission.

Ko later than 120 days after receipt by the lessee
cf a written reguest therefor from the Lessor or the Inves-
tors under the Finance Agreement, the lessee will deliver to
the lessor and the Investors under the Finance Agreement a
certificate signed by the President, any Vice President, the
Treasurer or any Assistant Treasurer of the lessee stating
that a review of the activities of the Lessee during the
last fiscal year ended prior to the date of such request has
been made under his supervision with a view to determining
whether the lessee has kept, observed, performed and
fulfilled 8ll of its covenants and obligations under this
Llease and the Security Dccument and that, to the best of his
knovledge, the lessee during such fiscal year has kept,
observed, performed and fulfilled each and every covenant
and c¢bligation contained herein and in the Security
Document, or if an kEvent c¢f Default under this Lease or the
Security Document shall exist or if an event has occurred
wvhich, with notice, denand and/cr lapse of time, would
constitute such an Event of Default, specifying such Event
of Default or such event and the nature and status thereof.

SECTIQN_18. XNQIICES-.

All notices reguired under the terms and provi-
sions herecof shall be in writing, and any such notice shall
become effective when deposited in the United States mail,
with proper postage for crdinary mail prepaid, addressed (1)
if to Lessor, at 79 Souvth Main Street, Salt Lake City, Utah
B4111, kttn: Trust Departiment, Corporate Division, or at
such other address as lessor shall from time to time desig-
nate in writing to Lessee, (1ii) if to lessee, at 526 Mission
Street, San Francisco, California 9410%, Attn: Vice-
Fresident Finance, or at such other address as Lessee shall
from time to time designate in writing to Lessor, or (iii)
if to Vendor, at 79 South Main Street, Szlt Lake City., Utah
84111, Rttn: Trust Department, Corporate Division; with one
copy of all such notices mailed to Steiner Sea, Xir & Rail
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Co., at 100 Pine Street, San Francisco, California 94111.

SECTION_20. NO_SET-QFF. COUNIEECLAIK. EIC.

The obligations of Lessee to pay all Rent here-
under shall be absolute and unconditional, and shall not bhe
affected by any circumstance, including, without limitation,
(i) any set-off, counterclaim, recoupment, defense or cther
right which lessee may have against lessor, the Vendor, the
BFuilder or anyone else for any reason whatsoever, (ii) any
defect in the title, condition, design, operation or fitness
fcr use of, or any damage to or loss or destruction of, any
Unit or any interruptiocn or cessation in the use or
possession thereof by Lessee for any reason whatsoever,
(iii) any insolvency, bankruptcy, reorganization or similar
proceedings by or against Lessee, or (iv) any other
circumstance, happening or event whatsoever, wvhether or neot
similar to any of the foregoing. If for any reason
vhatscever this leage shall be terminated in whole or in
part by operation of law or otherwise eXxXcept as specifically
provided herein, lessee nonetheless agrees to pay to lesscr
an amount egual tc¢ each Rasic Rent payment at the time such
payment would have become due and payable in accordance with
the terms hereof had this lLease not been terminated in whole
cr in prart. Lessee hereby waives to the extent permitted Ly
applicable law, any and all rights which it may now have or
which at any time hereafter may be conferred upon it, by
statute or othervise, to terminate, cancel, gquit or
surrendey this lease except in accordanace with the express
terms hereof. Each payment ¢f Rent made by Lessee to lessor
shall be final as to Lessor and lLessee. Lessee will not
seek to recover all or any part of any such payment of Rent
from lLessor for any reasch whatscever.

SECTION_21. RURCHASE_AND RENEKAL ORIIQHS.

Provided that this lease has not been earlier
terminated and the lessee is not in defauvlt hereunder, the
Lessee may by written notice delivered to the lessor not
less than six (€} months priecr to the end of the original
term or any extended term of this lease, as the case may be;
(i) elect to extend the term of this lLease in respect of 21l
but not fewer than all of such Units then covered by this
lease, for one {1) or twc (2) additional five-year periods
commnencing on the scheduied expiration of the original tern
or any extended term ¢f this Lease, as the case mayY be,
provided that no such extended term extends beycend July 26,
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1898, at a "Fair HKarket Rental"™ payvyable in seminannual
payments on January 26 and July 26 in each year of such
extended term or (ii) elect to purchase all, but not fewer
than all, the Units then covered by this lease for =a
purchase price egual t¢ the “Fair Karket Value" of such
Unpits as of the end of the original or extended term of this
lease, as the case may bhe.

Fair Harket Rental shall be determined on the
basis of, and shall be egual in amcount toc, the value which
would obtain in an ara‘*s-length transaction between an
informed and willing lessee (other than a lesgsee currently
ip pcssession) and an informed and willing lessor under no
compulsion to lease and, in such determination, costs of
removal from the lccation of current use shall not-be a
deduction from such value. If on or before four (4} nmonths
prior to the expiration of the tern of this lease, the
Lesscr and the Lessee are unable to agree upon a
determination of the Fair Market Kental of the Units, such
value shall be determined in accordance with the foregoing
definition by the American Appraisal Company or its 3
successor (hereinafter called the Appraiser). The hppraiser
shall be instructed to make such determination within =
periocd of thircty (30) days following anpointment, and shall
promrtly communicate such determination in wWriting to the
lesscr and the lessee. The determination so made shall be
conciusively binding upon both lessor and Lessee, The
expenses and fees of the Appraiser shell he borne by the
Legsee. '

Fajir Harket Value shall be determined on the basis
ct, and shall be egual in amount to, the value which would
cbtain in an arm®s-length transaction between an informed
and willing buyer-user (other than (i) a lessee currently in
possession and (ii) a used eqguipment dealer) and an infornmed
and willing sellier under no compulsion to sell and, in such
determination, costs of removal from the location of current
use shall not he a deduction from such value. If on or
before four (4) months prior to the expiration of +the ternm
of this lease, the Lessor and the Lessee are unable to agree
upon a determination of the Fair Harket Value of the Units,
such value shall be determined in accordance with the
foregoing definition by the Appraiser. The kppraiser shall
be instructed to meke such determination within a period of
thirty (30) days fellowing appointment, and shall promptly
communicate such determination in writing to the Lessor and
the Lessee. The determination so made shall be copncliusively

)
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binding upon both lLessor and lessee. The expenses and fee
of the hppraiser shall be borne by the Lessee.

Upon payment of the purchase price, the Lesscr
shall upon request of the lLessee execute and deliver to the
lessee, or to the lessee’s assignee or nominee, a bill of
sale (without representations or wvarranties except that such
Unites are free and clear of all claims, liens, security
interests and other encumbrances by or in favor of any
persen claiming by, through or under the Lessor) for such
Units, and such other documents as may be required to
release such Units from the terms and scope of this Lease
and to transfer title thereto to the Lessee or such assignee
cr nominee, in such form as may reasonably be reguested by
the lessee, all at the Lessee®s expense. s,

SECTICKR _2¢2. MISCELLANEQUS.

Eny provision of this Llease vhich is prohibited or
unenforcezble in any Jjurisdiction shall, as to such juris-
diction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining
provisions herecf;, and any such prohibitiorn or unenforce-
ability in any Jjurisdiction shall not invalidate or render
unenforceable such provisicn in any other Jjurisdiction. To
the extent permitted by applicable law Lessee hereby waives
any provision of law which renders any provision hereof
prchibited or unenforcealble in any respect.



No term or provision of this Lease may be changed,
waived, discharged or terminated crally, but only by an
instrument in writing sicned by the party against which the
enforcement of the change, waiver, discharge or termination
is scught. This lLease shall constitute an agreement of
lease, and nothing herein shall be construed as cocnveying to
lessee any right, title or interest in any Unit except as a
lessee only. The captions in this lease are for convenience
¢f reference only and shall not define or limit any of the
terms or provisions herecf. This lease shall in all
respects be governed by, and construed in accordance with,
-the internal laws, but not the law of conflicts, of the
State of California, including all matters of construction,
validity and performance.,

IN WITNESS WHEREOF, lessor and lLessee have each
caused this Agreement to be duly executed as of the day and
year first above written.,

LESSCOR
FIKST SECURITY bANK OF UTAH, N.A.,

not in its individual capacity
but solely as Trustee

Authorized Officer

Ey

{Seall

Attest:

e i sl . e . s e s . i i

s S st
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[Seall

Attest:

Title

LESSEE
THE WESTERN PRCIFIC RAILROAD COMPANY

By —

Title___
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SCHEDULE 2 TC LEASE

Units of used, standard railroad eguipment to
purchased by the Llessor:

Quantity Designaticen Railrecad Road Rumbers

134 50' 6" 70 WP 56176-56325
Ton Box Car

be



EXEIBIT £ TO LEASE

Schedule of Stipulated Loss Values

Applicable
Payment_Date Percentage
1 103.00%
2 103.23
3 103.20
4 102.93
5 102.41
6 101.65
7 93.97
e 92.71
9 91.20
10 89 .44
11 ‘ 80.77
12 78 .51
13 76.01
14 73.26
15 63.60
16 60.36
17 56 .86
18 53.12
19 49.13
20 44 .50
21 40 .41
22 : 35.68
23 30.70

24 25.48



o

STATE CF CALIFOENIA ’

COUNTY OF SEN FRANCIECO,

} On this _____ day of _ -» 1876, before
me personally appeared _ —— s to Rme
personally known, who, being by me duly sworn, says that he
is the ___ . - —e—_ ©f THE WESTERN PACIFIC
KAILKOAD CCMPANY, that the seal affixed to the foregoing
instrument is the corporate seal of said corporation and
that said instrument was signed anc¢ sealed on behalf of said
corpcration by authority of its Roard cf Directors, and he
acknewledged that the execution of the foregoing instrument

was a free act and deed of said corporaticn.

- ———

Notary Puglic—
[Notary Seal]

¥y commission explires



STARTE CF UTAH P

COUNTY CF SALT LAXE

On thlsqé%? - i;; 1976, before me
personally appeared ;;Zf?¥ ;zf’f%¢ <. _, to me per-
sonally known, who, being by me duly sworn, says that he is
an Authorized Officer of First Security 2Bank of Utah, N.A..,
that the seal affixed tc the fcregcing instrument is the
corporate seal cf said asscciation and that said instrument
vas signed and sealed on behalf of said associatiocn by
autherity of its tcard of Directors, and he acknowledged
that the execution of the fcregoing instrument was a free
act and deed of said assocclation.

%Z?@QZ .@iz:%——/

Notary Public
INOTARIAL SEAL]

¥y ceonmission expires

F L2t bt f S TTF
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EXHIBIT II TO
RECONSTRUCTICHN AND
CONDITIONAL SALE
AGREEHMENT

LEASE OF RAILROAD EQUIPHENT
Dated as of #arch 1, 1976

Between

FIRST SECURITY BANK OF UTRH, N.R.,
not in its individual capacity
but solely as Trustee,
as
LESSOR

andé

THE WESTERN PACIFIC RAILROAD COMPANY
as
LESSEE

134 Insulated Box Cars



LEASE CF KRILEOAD EQUIPKENT dated as cf M¥arch 1,
1976, between THE VWeSTERN PACIFIC EAILROAD CCHPANY
(hereinafter called the lessee), and FIRST SECURITY BANK OF
YTAE, N.A. (hereinafter, together with its successors and
assigns, being called the Lessor), not individually but
sclely in its capacity as Trustee under a Trust Agreement

‘dated as of March 1, 1976 (hereinafter called the Trust

Agreement), with SAK FRANCISCC FIRANCIAL #I1, a partnership
(hereinafter called the Cwner Participant).

WHEREAS, the Lessor has entered into a hulk
purchase agreement (hereinafter called the Hulk Purchase
Agreement), with the lessee wherein the lessee has agreed to
sell and deliver tc the lessor the units c¢f railrcad
equipment described in Schedule A hereto (hereinafter called
the Hulks);

WHEREAS, the Lessor, the lLessee, U.S. RAILWAY MFG.
€0. (hereinafter called the Builder) and the lLessor in its
capacity as Agent (hereinafter called the Vendor) under a
finance agreement (hereinafter called the Finance Agreement)
of even date herewith are entering into a reconstruction and
conditional sale agreement dated as of the date hereof (such
agreenent being hereinafter called the Security Document)
under which the Hulks will be reconstructed in a specified
manner (such reconstructed Hulks are hereinafter called the
Equipment);

KHEREAS, the lessee desires to lease all the units
of the Equipment, or such lesser number (hereinafter called
the Units) as are delivered and accepted and settled for
under the Security Document at the rentals and for the ternms
and upon the conditiocns hereinafter provided;

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the lLessee, the lessor
hereby leases the Units to the lLessee upcn the following
terms and conditions:

SECTIQON_1. DEEINITICKS.

Refinitions. Unless the context otherwise
requires, the following terms shall have the following
meanings for all purpcses of this Lease.

"Basic Kent"” for a Unit shalil mean the aggregate
rent payable throughout the Term of such Unit pursuant tco
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Section 3(b) hereof.

“Casualty fTccurrence"” shall have the meaning
assigned in the Security Document and such provision is
incorporated herein by reference.

"Certificate of Delivery® shall mean a Certificate
of Delivery, in the form referred t¢ in Article 2 of the
Security Document, which shail particularly describe a Unit
and evidence delivery and acceptance of such Unit.

*Closing Date”™ shall have the meaning assigned in
the Security Document and such provision is incorporated
herein by reference.

“Code”™ shall mean the United States Internal
Revenue Code of 1954, as amended,

"Cut-0ff Date”™ shall have the meaning assigned in
the Security Document and such provision is incorporated
herein by reference.

*"Delivery LCate"” shall mean, for any Unit, the date
cn which such Unit becomes subject to the lease upon
delivery by the Vendor to, and acceptance by, Lessor and
Lessee as evidenced by the executicn and delivery of a
Certificate of Delivery covering such Unit and all other
Units accepted on such Delivery Date.

"Event of Default"™ shall mean any of the events
referred to in Section 15 hereof.,

_ "lease Agreement”, "the Lease"™, "this Lease”,
“"this BAgreement”, "herein", "hereunder®”, or cther like
words, unless the context otherwise requires, shall mean and
include this lease Agreement and each lease supplement or
amendment hereto from time to time entered into.

"Lessor’s Cost™ for a Unit shall mean the actual
cost of the reconstructicn thereof expressed in terms of
United States dollars (including freight charges, if any,
from the Builder's plant to a roint of delivery to Lessee,
and any applicable sales or use taxes) as specified in
Builder's invoices for such Unit, plus the sum of $7,000.00
per Unit.



“"Rent" shall mean all rents however designated,
including without limitation, Basic Rent, Bcldover Rent,
Renewal Term Tent, Flapsed Term Rent and Supplemental Ekent
collectively.

"Rental Payment Date™ for a Unit shall mean (i)
July 26, 1976, and (ii) each January 26 and July 26
thereafter to and including July 26, 1988 (or if any such
date is not a business day in the State of Utah, the next
business day).

*Stipulated Loss VYalue"™ for a Unit as of any
Rental Payment Date for such Unit shall mean an amount
determined by multiplying lessor's Cost for such Unit by the
applicable percentage specified in Exhibit B hereto.

"Supplemrental Rent™ shall mean any and all
amounts, liabilities and obligations which Lessee is
required to pay hereunder to Lessor or others, including
Stipulated lLoss Value payments, but excluding Basic Rent.

*Term"™ shall mean, in the case of each Unit, the
term for which such Unit is leased hereunder pursuant to
Section 3(a) hereof.

*"Trust Estate” shall have the meaning defined in
the Trust Agreenment.

*"Units" shall mean the one hundred thirty-four
(134) 50'6" 70 ton boxcars described in Schedule A hereto; a
"Unit"” shall mean one of such boxcars.

SECTICY 2. DELIVERX AMND ACCERIANCE OF UKNIIS.

The Lessor will cause each Unit to ke delivered to
the lessee at the point or points within the United States
of America at which such Unit is delivered to the lessor
under the Security Document. Upon such delivery, the Llessee
will cause an inspector ¢f the Lessee to inspect the sane,
and if such Unit is found to be acceptable, to accept
delivery of such Unit and execute and deliver to the Lessor
a Certificate of Delivery whereupon such Unit shall be
deemed to have been delivered to and accepted by the lessee
and shall be subject thercafter to all the terms and
conditions of this Lesase.



SECIICN_3. TEKN_ABD_RENT.

(a) Terp. The Term for each Unit shall comrrmence
on the Delivery Date thereof and shall end on July 26, 1988,
and lessee agrees to pay to Lessor, as applicable, the
amounts designated herein as Basic Rent, Holdover Rent,
Renewal Term Rent, Elapsed Term Rent and Supplemental Rent.

(b) Basic._Rept. "Basic Rent”™ shall be the sunm
of: (i) .03122 percent multiplied by the lessor's Cost of
each Unit settled for multiplied by the number of days from
and including the Closing Date for each Unit to and
including July 26, 1976, with payment by Lessee to Lessor
due on July 26, 1976; and (ii) an amount equal to 5.620
percent of Lessor's Cost for each Unit subject to the Lease,
payable by lessee to Lessor in tventy-four (24) consecutive
semi~-annual payments, commencing on January 26, 1977 and
ending on July 26, 1988, In addition, as additional rent
hereunder, the Lessee shall pay the lessor on July 26, 1976,
an amount equal to all deficiencies or amounts required to
be paid by lessor under paragraph 4 of the Finance
Agreement. If the Delivery Date or Dates for more than
thirteen (13) Units occurs or occur after June 30, 1976, the
lLessee agrees that each rental payment due thereafter in
respect of those Units delivered after June 30, 1976 shall
be increased by such amount as shall, in the reasonable
opinion of the Owner Participant, cause the Owner Partici-
pant's net after-tax return (after giving effect to the con-
sequences of such delivery) to equal the net after-tax
return {(computed on the same assumptions utilized by the
Owner Participant in originally evaluating this transaction)
that would have been available to the Owner Participant had
such Delivery Date or Dates occurred prior to June 30, 1976.

{c) Holdover Rent. "Holdover Rent™ shall be an
amount equal to .03122 percent of lessor's Cost for Units in
each case to he paid by lessee to lLessor for each Unit for
each day between the date of termination of the Term of this
Lease as to any Unit and the date of the return of such Unit
pursuant to Section 5 herein.

{d) BRenewal Texrm Rept. "Renewal Term Rent" shall
be an amount egqual to the fair market rental to be paid by
Lessee to Lessor in semi-annual installments for the
duration of the Term as extended pursuant to Section 21
herein.



(e) Elapsed_Term._Fent. "Elapsed Term Rent™ shall
be an amount equal to one-one hundredth-eightieth (1/180th)
of the Renewal Term Fent to be paid by Llessee to lessor for
each Unit for each day between the termination of the Ternm
of this lease as extended pursuant to Section 21 herein as
tc any Unit and the date of the return of such Unit pursuant
to Section 5 herein,

(f) Supplemental EBepnpt. Lessee also agrees to pay
to Lessor, or to whomsoever shall be entitled thereto, any
and all Supplemental Eent promptly as the same shall beconme
due and owing, and in the event of any failure on the part
of Lessee to pay any Supplemental kent, lessor shall have
all rights, povwers and remedies provided for herein, or by
law or equity, or otherwise, in the case of nonpayment of
Basic Kent. Lessee will also pay to lessor, on demand, as
Supplemental Rent, to the extent permitted by applicable
law, interest at a rate of ten percent (10%) per annum on
any part of any installment of Rent not paid when due for
any period for which the same shall be overdue and on any
paymnent of Supplemental Eent not paid when demanded by
lessor for the period until the same shall be paid.

(g) Hethod of Rental Payment. Lessee agrees to
make all payments cf Rent reguired hereunder by paying such
sums to lessor in irrevocable and immediately available Salt
Lake City funds not later tham 10:00 a.m. local Salt Llake
City time, on each Rental Payment late. Said funds may be
paid to lLessor either by wire transfer through the Federal
Reserve System, or by deposit into lLessor's account with a
Correspondent Sank of lessor. If lessee deposits said funds
in Lessor®*s acccunt with a Correspondent Bank, lLessee shall
instruct said Correspondent Bank toc give Lessor timely vwire
advice of credit of said funds to lessor's account not later
than 10:00 a.m., local Salt Lake City time, on each Rental
Payment Date. Lessee shall cause each Federal Reserve
transfer or wire advice cf payment hereunder to be made to
the attention of lessor's Trust Department, Corporate
Division. lessee shall notify lessor in vwriting not later
than two (2) weeks prior to the initial FEental Payment Date
of the method lessee has selected to transfer said funds;
and, should lessee change its method of payment hereunder
Lessee shall notify Llessor in writing of such change not
later than two (2) weeks prior to the next succeeding Rental
Payment Date.



(h) Lesseels Qplication to Furchase Certain
Units. If the lLesscor's Cost for the Units exceeds
$4,355,000 (or such higher amount as the Vendor may agree
to), the lessee will, upon the request of the Lessor,
purchase from the Lessor the last four (4) Units
reconstructed under the Security Document at the Lessor's
Cost of such Units, such Units to be delivered to lLessee FOT
Builder's plant at wWashington, Indiana; provided, hoveyer,
that the lLessee shall only be obligated to purchase such
number ¢f Units as will reduce the lessor's Cost for the
remaining Units to S4,355,000, FPayment for such Units shall
be made by the lessee to the Lessor upon notice to the
Lessee by the lessor of the number of Units to be purchased
and the total purchase price therecf. Upon payment by
Lessee the Llessor will transfer to lessee without recourse
or warranty (except with respect to its own acts) all
lessor's right, title and interest in and to such Units.

SECTION 4. RERRESENTATIONS AEED _VARRAXTIES
(a) Lessor's Representations_ and_¥arranties.

LESSEE ACKNOWLEDGES AND AGREES (i) THAT THE
EQUIPMENT IS OF A SIZE, DESIGN, CAPACITY AND WHANUFACTURE
SELECTED BY LESSEE, (ii) THAT LESSEE IS SATISFIED THAT THE
SAME IS SUITABLE FCR ITS PUERPOSES, (iii) THAT LESSOR IS NOT
AR MANUFACTURER OR IKSTALLER THEREOF NOR A DEALER IN PEOPERTY
OF SUCH KIND, AKD (iv) THAT LESSOR HAS NCT HADE AND DOES NCT
HEREEY MAKE, ANY KREPFRESENTATICNHN OR WAERANTY Ok COVENANT OF
ANY KIND OR CHRRACTEE WITH KESPECT TC THE KERCHANTABILITY,
FITNESS, CONDITION, QUALITY, DURABILITY OR SUITABILITY OF
THE EQUIPHMENT IN ANY RESPECT OR IN CONNECTION WITH OR FOCR
THE PURPOSES AND USES OF LESSEE, OR ANY CTHER REPRESEKRTATION
OR WAKRANTY OR COVENANT CF ANY KIND OR CHARACTER, EXPRESS OR
IMPLIED, WITH RESPECT THERETQO, EXCEPT AS EXPRESSLY SET FORTH
HEREIN. THE LESSOERE SHALL HAVE NO RESPONSIBILITY OR
LIABILITY TO THE LESSEE OR ARY OTHER PERSON WITH RESPECT TO
ANY OF THE FOLLOWING: (i) ANY LIARBILITY (INCLUDING, WITHOUT
LIMITATION, STRICT OF ABSOLUTE LIABRILITY IN TGORT OR BXY
STATUTE IMPOSED), LOSS OR DAMAGE CAUSED Ok ALLEGED TO BE
CAUSED DIRECTLY OR INDIRECTLY BY ANY EQUIPMENT OR BY ANY
INADEQUACY THEREOF CR DEFICIENCY OR DEFECT THEREIN OR BY ANY
OTHER CIRCUMSTANCES IN CONNECTION THEREWITH, (ii) THE USE,
OPERATICN OR PERFORMANCE OF ANY EQUIPHENT OR ANY RISKS
RELATING THERETO, (iii) ANY INTERRUPTION OF SERVICE, LOSS
OF BUSINESS CR ANTICIFATED PECFITS OR CONSEQUENTIAL DANMAGES,
(iv) THE DELIVERY, GFERATION, SERVICING, MAINTENANCE,
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EEPAIR, IMPROVEMENT Of REPLACEMENT OF ANY EQUIPMERT, OCE (v)
ANY OTHER DAMAGES WHATSCEVER AFD HOWSOEVER CAUSED.

Delivery of a Certificate of Delivery shall be
conclusive evidence as between Lessee and Lessor that the
Units described therein are in all the foregoing respects
satisfactory to the lLessee and the Lessee will make no clainm
¢cf any nature whatsoever against the lLessor based on any of
the foregoing matters.

Unless an Event of Pefault shall have coccurred and
be continuing, lessor agrees tc assign, or otherwise make
availlable to lessee, such rights as lessor may have under
any warranty with respect to the Unit made by the Builder of
such Unit, or any subcontractor or supplier of the Builder
of any such Unit and any other claims against the Builder of
such Unit, or any such subcontractor or supplier with
respect to the Units.

(b) Lessee's Covenanis. Bepresentations._and
kagrrapties. Lessee covenants, represents and wvarrants that:

(i) lessee is a corporation, duly organized and
validly existing in good standing under the laws of
California and has the corpcrate power and authority, and is
duly qualified and authorized to do business wherever
necessary to carry on its present business and operations,
and to own or hold under lease its properties and to perform
its okligations under this lease;

(ii) Lessee has the full power, authority, and
legal right to enter into and perform this lease, and the
execution, delivery and performance of this lease have been
duly authorized by all necessary corporate action on the
part of lLessee, do not reguire any stockholder approval, or
approval or consent of any trustee which have not already
been given, do not contravene any law, governmental rule,
regulation, or order binding on lessee or the Certificate of
Incorporation or By-laws of lessee, do not contravene the
provisions ¢f, or constitute a default under, or result in
the creation of any lien o¢r encumbrance upon the property of
Lessee under any indenture, charter, mortgage, contract, or
other agreement to which Lessee is a party or by which it or
any of its subsidiaries may be bound or affected, or all
consents, authorizations or approvals necessary from the
holders of any indekbtedness or obligations of lessee have
been obtained;
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(iii) no mortgage, deed of trust, charter, lease,
or other lien or security interest of any nature whatsoever
which now covers or affects any property or interests
therein of Lessee now attaches or hereafter will attach to
any Unit or in any manner affects cor will affect adversely
the lessor®s right, title and interest therein;

(iv) neither the execution and delivery by lLessee
of this lease, nor the consumrmation of any of the
transactions by lessee contemplated hereby, reguire the
consent or approval of, the giving of notice to, or the
registration with, or the taking of any other action in
respect of, any federal, state or foreign governmental
authority or agency other than those already obtained or
taken;

(v) this lease constitutes the legal, valid and
binding obligation of Lessee enforceable acainst lessee in
accordance with the terms hereof; upon the Delivery Date for
each Unit the lessor will have good and valid title thereto,
free from the interest of any third party, excert as
contemplated by the Security Document, and the Certificate
of Delivery for each Unit, when executed and delivered by
lessee and accepted by the lessor, will, without further
action, subject such Unit to the lLease;

(vi) lessee has filed or caused to be filed and
will continue to file or cause to be tiled throughout the
Term cf this lease all domestic and foreign tax returns
which are required to be filed and has paid or caused to be
paid and will continue to pay or cause to be paid throughout
the Term of this lLease all taxes shown to be due or payable
on such returns or (except to the extent being contested in
good faith and for the payment of which adeguate reserves
have been provided) on any assessment received by Lessee, to
the extent that such taxes have beccme due and payable;

(vii) except for the recording of the Security
Document, the Lease Assignment, and this Lease with the
Interstate Commerce Commission, no recording or f£filing is
ncessary in order to establish and protect the Vendor's and
the lessor’s title to, and interest in, any Unit or any
payment of Rent as against Lessee and any third parties.,

{viii) the location of each Unit will remain in the
United States, Canada and Mexico and will be as contenmplated
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in Section 8 and 9 hereof, and reccrds will be maintained by
Llessee to demonstrate compliance therewith;

({ix) the recordation referred to in subparagraph
(vii) hereof will have been duly made, and all fees in
connection therewith will have been paid by lessee, with
respect to all Units to be settled for hereunder in advance
of the Closing Date for each such Unit.

Notwithstanding the foregoing provisions of this
Section 4(b) (ix), lLessee will take whatever action is
required so as to maintain the Vendor's interest in any
Unit, or any payment of Rent at any time during the Term of
this Lease.

(x) Llessee is not a "national™ of any foreign
country designated in Executive Order No. 8389, as amended,
or of any "designated enemy country" as defined in Executive
Order No. 9193, as amended, o¢f the President of the United
States, within the meaning of said Executive Orders, as
amended, or of any regulations, interpretations, or rulings
issued thereunder, or a "national” of any designated foreign
country within the meaning of the Foreign Assets Control
Regulations or the Cuban Assets Control Regulations of the
United States Treasury Department, 31 Code of Federal
Regulations, Subtitle B, Chapter V, or of any regulations,
interpretations, or rulipgs issued thereunder;

(xi) ownership of the Units by lLessor will entitle
Llessor to the benefit of any one of the accelerated methods
of depreciation as provided in Section 167(b) of the Code
calculated on the basis of a 12-year life pursuant to RDR
guideline class 00.25 as provided in Secticn 167(m) of the
Code, with 21.5% of the cost (constituting the Hulk purchase
price) to be depreciated using the 150% declining balance
method, in accordance with Pevenue Ruling 57-352, and the
benefit of the 10% investment credit under Section 38 of the
Code as to 78.5% of lessor's Cost and payment or accrual of
interest under the Security Document will entitle Lessor to
a deduction of such interest as provided in Section 163(a}
of the Code; and

(xii) at all times during the term of this Lease,
each Unit will constitute "Section 38 property" within the
meaning of Section 48(a) of the Code; and the Units will not
be used in such manner as to cause the loss of the benefit
of the 10% investment credit under Sectionh 38 of the Code;
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the Units are expected tc have a useful life of at least
fifteen (1%) years and at the end of the initial Ternm
hereof, the Units will have & fair market value of at least
20% of Lessor's Cost.

(xiii) On the first Closing Date the Lessee will de-
liver to the lesscr two counterparts of the written opinion
of counsel for the lessee, addressed to the Lessor and the
Vendor, in scope and substance satisfactory to the lessor,
the Vendor and their respective counsel, tc the effect that
the lessee's covenants, representations and warranties set
forth above are true and will deliver such other instruments
or documents as shall be reasonably reguested in order to
evidence compliance with the warranties and covenants of
lessee herein. lessee agrees that it shall use its best
efforts to permit compliance by the Lessor and the Builder,
respectively, with the conditions precedent set forth in the
Security Document.

SECTIQON_5. BETUBRN_OF UKIIS.

{a) Not later than sixty (60) days after the
termination of this lease as tc any Unit at the end of the
Term with respect thereto, Lessee, at its own cost, expense
and risk, will return such Unit by delivering the same to
lLessor on suitable property of lessee, as designated by
Lesscr, or at nearby facilities, or at such other location
as may be agreed upon by lessor and lessee and will permit
Lessor to store such Unit on such property for a pericd not
exceeding six (6) months after the date of return of such
Unit. For each day elapsed between the date of the
termination cf this lease as to any Unit at the end of the
Term with respect thereto and the date of the return of such
Unit pursuvant to the preceding sentence of this Section
5(a), lLessee agrees to pay to lessor Eoldover Rent as
defined in Section 3(c) herecf for such Unit if returned
after expiration of original Term and Elapsed Term Rent as
defined in Section 3(e) hereof if returned after expiration
of the Term as extended, such amount to be payable to Lessor
not later than five (5) business days after the date of
return of such Unit. At the time ¢of such return, such Unit
shall be owned by the lLessor free and clear of all liens,
encunbrances and rights of others (except such as may result
from liens against the Lessor not related to the ownership
of such Unit) and shall be in as good operating condition as
when delivered to lessee hereunder, ordinary wear and tear
excepted.
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All amounts earned in respect of the Units after
the date of termination c¢f this lease shall belcng to the
Lesscr and, if received by the lLessee, shall he promptly
turned over to the lessor. In the event any Unit is not
assembled, delivered and stored, as hereinabove provided,
within sixty (60) days after such termination, the Lessee
shall, in addition, pay to the lLessor for each day there-
after an amount equal to the amount, if any, by which the
per diem interchange rate for such Unit for each such day
exceeds the actuval earnings received by the lessor omn such
Unit for each such day.

(b) The delivery and storage of such Unit as
hereinbefore provided shall be at the expense and risk of
lessee and are of the essence of this Lease, and upon appli-
cation to any court of equity having jurisdiction in the
premises, lessor shall be entitled to a decree against
Lessee requiring specific perfcormance of the covenants of
Lessee so to deliver and store such Unit. During any
storage period, lessee will permit Lessor, or any persohn
designated by it, including the authorized representative or
representatives of any prospective purchaser of any such
Unit, to inspect the sane.

(c) Without in any way limiting the
obligations of lLessee under the foregoing provisions of this
Cection 5, lessee hereby irrevocably appoints lLessor as the
agent and attorney of Lessee, with full power and authority.,
at any time while Lessee is obligated to deliver possession
of any Unit to lessor, tc denand and take possession of such
Unit in the name and on behalf of lLessee from whomsoever
shall be at the time in possession of such Unit.

SECTICN 6. MORIGAGES. LIENS. EIC.

Lessee will not directly or indirectly create,
incur, assume or suffer to exist any mortgage, pledge, lien,
charge, encumbrance or other security interest or claim on
or with respect to any Unit, title thereto or any interest
therein or in this lease, except (i) the respective rights
of Lessor and lLessee as herein provided and rights created
under the Security Document, (ii) the rights of others under
agreements or arrangements to the extent expressly permitted
by the terms of Section 9 hereof, (iii) liens or
encumbrances which result from claims against Lessor not
arising in connection with the ownership o¢f such Unit, (iv)
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liens for taxes either nect yet due or being ccntested in
good faith (and for the payment of which adeguate reserves
have been provided) by appropriate prcceedings so long as
such proceedings do not involve any danger of the sale, for-
feiture or loss of any Unit or interest therein, (v)
inchoate materialmen's, mechanics', workmen's, repairmen‘'s,
employees'’ or other like liens arising in the ordinary
course of business and not delinguent, and (vi) liens
arising out of judgments or awards against Lessee with
respect to which at the time an appeal or proceeding for
-review is being prosecuted in good faith and with respect to
which there shall have been secured a stay of execution
pending such appeal of proceeding for review. Lessee will
promptly, at its own expense, take such action as may be
necessary to duly discharge any such mortgage, pledge, lien,
charge, encumbrance, security interest or claim not excepted
above if the same shall arise at any time.

SECTION 7. TIAXES.

lessee agrees to pay, and to indemnify and hold
the Vendor, lLessocr, the Trust Estate, and the Owner Partici-
pant harmless from all license and registration fees and all
taxes, including, without limitation, income, gross
receipts, franchise, sales, use, personal property, Stanmp,
value-added, customs, export or other taxes, levies,
imposts, duties, charges or withholdings of any nature
(together with any penalties, fines or interest thereon)
imposed against any such party or the Trust Estate or any
Unit by any federal, state or local government or taxing
authority in the United States or by any foreign government
or any subdivision thereof upon or with respect to any Unit,
or upon the purchase, ownership, delivery, leasing,
possession, use, operation, return or other disposition
thereof, or upoh the rentals, receipts or earnings arising
therefrom, or upon the income or other prcceeds received
with respect to a Unit while, and to the extent only that,
such Unit is part of the Trust Estate or until possession of
such Unit has been delivered to lessor in accordance with
Section 5 hereof, or upon or with respect to this Lease, or
the Security Document, (excluding, however, Federal taxes
on, or measured by, the net income of any party and taxes,
fees or other charges of any other jurisdiction which are
based cn, or measured by, the net income of any such party
and (i) imposed by the jurisdiction in which the principal
cffice of such party is lccated or (ii) imposed by any other
jurisdiction in which such party is subject toc taxes, fees
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or other charges as the result, whether sc¢lely or in part,
of business or transactions unrelated to this Lease, and
excluding any taxes on or measured by any fees or
compensation received by the lessor fcr services rendered in
connection with the transactions contemplated hereby, and
further excluding any United States taxes based oh gross
income of any party {(other than gross receipts taxes) which
may hereafter be imposed as a substitute for and not in
addition to taxes based on net income) unless, and to the
extent only, that any such tax, levy, impost, duty, charge
or withholding is being contested by lessee in good faith
and by appropriate proceedings so long as such proceedings
dc not involve any danger of the sale, forfeiture or loss of
any Unit or interest therein. In case any report or return
is required to be made with respect to any obligation of
Lessee under this Section 7 or arising out of this Section
7, lessee will either make such report or return in such
manner as will show the ownership of each Unit in the Lessor
and send a copy of such report or return to lLesscr or will
notify Lessor of such regquirement and make such report or
return in such manhner as shall be satisfactory to lessor.
211 accounts payable by lessee pursuant to this Section 7
shall be payable, to the extent not theretofore paid, on
written demand by the party entitled tco indemnification.

All of the indemnities contained in this Section 7 shall
continue in full force and effect notwithstanding the
expiration or other termination of this lease and are
expressly made for the benefit of, and shall be enforceable
ry, Lessor and the Owner Participant and their respective
successors and assigns.

SECTICN 8. MAINTENANCZ ANL_CPLERATION.

lessee, at its own cost and expense, shall
maintain, service, repailr and cverhaul each Unit so as to
keep it in as good operating condition as when delivered to
Lessee hereunder, ordinary wear and tear excepted. Lessee
agrees that no Unit will be maintained, used or operated in
violation of any law or any rule, regulation or order of any
government or governmental authority having jurisdiction
(domestic or foreign) with respect to such Unit.

Lessee agrees, for the benefit of the Lessor and
the Vendor, to comply in all respects (including, without
limitaticn, with respect to the use, maintenance and
operation of each Unit) with all laws of the jurisdictions
in which its operaticns involving the Units may extend, with
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possession and use of the Units in accordance with the terms
cf this lease, but, withcut the prior written consent of the
Lesscr, the lessee shall not assign or transfer its
leasehold interest under this lease in the Units or any of
them. The lLessee, at its own expense, will promptly pay or
discharge any and all sums claimed by any party which, if
unpaid, might become a lien, charge, security interest or
other encumbrance (other than an encumbrance created by the
Lessor or the Vendor or resulting from claims against the
lessor or the Vendor not related to the ownership of the
Units) upon or with respect to any Unit, including any
accession thereto, or the interest of the lessor, the Vendor
or the lLessee therein, and will promptly discharge any such
lien, claim, security interest or encumbrance which arises.
The lLessee shall not, without the prior written consent of
the lessor, part with the possessicn or control of, or
suffer or allow to pass out of its possession or control,
any of the Units, except to the extent permitted by the
provisions of the immediately succeeding paragraph.

So long as the lessee shall not be in default
under this lease, lessee shall be entitled to the possession
of the Units and to the use of the Units by it or any
affiliate upon lines of railroad owned or operated by it or
any such affiliate or upon lines of railroad over which the
Lessee or any such affiliate has trackage or other operating
rights or over which railroad equipment of the lessee or any
such affiliate is regularly operated pursuant to contract,
and also to permit the use of the Units upon connecting and
other carriers in the usuval interchange of traffic, but only
upon and subject to all the terms and conditions of this
Lease; provided, however, that the lessee shall not assign
or permit the assignment of any Unit to service involving
the regular operation ond maintenance thereof outside the
United States of America or Canada or Mexico. The Lessee
may receive and retain compensation during the Term for such
use from other railroads so using any of the Units.

Nothing in this Section 9 shall be deemei to
restrict the right of the lLessee to assign or transfer with
the consent of the lessor its leasehold interest under this
Lease in the Units or possession of the Units to any
railroad corporation incorporated under the laws of any
state of the United States of America or the District of
Columbia (which shall have duly assumed the obligations of
the lLessee hereunder and under the Security Document) into
or with which the Lessee shall have become merged or
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consclidated or which shall have acquired the property of
the lessee as an entirety or substantially as an entirety,
provided that such assignee or transferee will not, upon the
effectiveness of such merger or consolidation, be in default
under any provision of this lease.

SECTION _10. IRERIIFICAIION HARKS.

lLessee will cause each Unit to be kept numbered
with the identifying number set forth in Schedule A hereto,
or in the case of any Unit not there listed, such
identifying number as shall be set forth in any amendment or
supplement hereto extending this Lease to cover such Unit,
and will keep and maintain, plainly., distinctly, permanently
and conspicuously marked on each side of each Unit, in
letters not less than cone inch in height, the vwords
"Ownership Subject to a Security Agreement Filed under the
Interstate Commerce Act, Section 20c”" or other appropriate
words designated by the lessor, with appropriate changes
thereof and additions thereto as from time to time may be
required by law in order to protect the lessor®s and
Vendor's title to and property in such Unit and the rights
of the lessor under this lease and of the Vendor under the
Security Document. The lessee will not place any such Unit
in operation or exercise any control or dominion over the
same until such name and words shall have been so0 marked on
both sides thereof and will replace promptly any such nane
and words which may be removed, defaced or destroyed. The
lessee will not change the identifying nunber of any Unit
unless and until a statement of new number or numbers to be
substituted therefor shall have been filed with the Vendor
and the lessor and filed, recorded and deposited by the
lessee in all public offices where this lLease and the
Security Document shall have been filed, recorded and
deposited.

Except as provided in the immediately preceding
paragraph, the lessee will not allow the name of any person,
association or corporation to be placed on any Unit as a
designatiocn that might be interpreted as a claim of owner-
ship; provided, bowever, that the Units may be lettered with
the names or initials or other 1ns;gn1a customarily used by
the lessee or its affiliates.
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SECTIUN_11. CASUALTY OCCURREMCE.

lessee shall give written notice to lessor and
Vendor promptly after it has determined that a Casualty
Occurrence has occurred, and shall elect one of the follow-
ing two alternatives:

. (i) On the Rental Payment Date immediately
succeeding the date on which lessee has determined that a
Casualty Occurrence has occurred, pay to lessor an amount
egual to the sum of (A) all Rent with respect to such Unit
due con or prior to such Rental Payment Date or, in the case
of Supplemental Rent, due in consequence of such Casualty
Occurrence, and (B) the Stipulated Loss Value for such Unit
computed as of such ERental Payment Date; in the event of
payment in full of such Rent and Stipulated loss Value, the
obligation of lLessee to pay Basic Rent hereunder with
respect to such Unit on any Pental Payment Date after such
Rent and Stipulated Loss Value payment shall have been made
shall terminate, and (except in the case of loss, theft or
complete destruction) the lessor shall be entitled to
possession of such Unit. Llessor may appoint the Lessee its
agent to dispose of any Unit suffering a Casualty Occurrence
at the best price obtainable on an "as is, where is" basis,
and, provided that lessee has previously paid the Stipulated
loss Value to lessor, the lLessee shall be entitled to the
proceeds of any disposal up to the Stipulated Loss Value of
such Unit, and shall pay any excess to the Lessor; or

(ii) Lessee shall duly convey to the Trustee as
replacement for such Unit title to another Unit of the sane
type and guality and depreciable at the same rate and to the
samre extent as the Unit replaced, owned by lessee free and
clear of all liens, encumbrances or richts of others whatso-
ever and having a value and utility at least egual to, and
being in as good coperating condition as, the Unit with
respect to which such Casualty Occurrence occurred, assuming
that such Unit was in the condition and repair reguired by
the terms hereof immediately prior to the occurrence of such
Casualty Cccurrence; and, upon such conveyance, Lessee, at
its own expense, will promptly (a) furnish the lLessor with a
Bill of Sale, in form and substance satisfactory to the
lessor, with respect to such replacement Unit, (B) duly exe-
cute and deliver a Certificate of Delivery in form satis-
factory to the lLessor, subjecting such replacement Unit to
this Lease, (C) furnish lessor with such evidence of
Lessee's title to such replacement Unit (including, if
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requested, an opinion of lLessee's counsel) and of the
condition of such replacement Unit as Lessor may reasonably
request and (D) take such other action as lessor may
reasonably reguest in order that such replacement Unit be
duly and properly titled in the Lessor and leased hereunder
and subject to the Security Document to the same extent as
the Unit replaced thereby; provided., however, that if
Lessee's election to provide a replacement Unit results in
the recapture of any depreciation deduction or investment
credit, then lessee shall pay to Lessor an indemnity
calculated as provided in Section 13. Upon full compliance
by lLessee with the terms of this subparagraph (ii), Lessor
willl execute and deliver the Certificate of Delivery with
respect to such replacement Unit and transfer to lessee,
without recourse or warranty (except with respect to its own
acts), all lLessor's right, title and interest, if any, in
and to the Unit with respect to which such Casualty
Occurrence occurred. Thenceforth, for all purposes hereof,
each such replacement Unit shall be deemed a Unit as defined
herein. :

lessee®s election shall be by written notice given
to lLessor on or before the Rental Payment Date immediately
succeeding the date con which lessee determines a Casualty
Occurrence has occurred and, if alternative (ii) above is
elected by lLessee, shall be fully performed within thirty
(30) days after the date of such notice.

SECTICN 12. INSUEANCE.

(a) JIpsurance: _Public Liability and_Rroperty
Damage. Lessee will, without cost to Lessor or any other
named insured (other than lessee), carry or cause tc be
carried with commercial insurers of recognized respon-
sibility insurance, payable in United States Dollars, with
respect to the Units which is of the type and amounts
usually carried by corporations engaged in the same or
similar business, similarly situated with lLessee, and ovning
or leasing units of the same or comparable type and which
covers risks of the kind customarily insured against by such
corporations, including public liability and property damage
and risk of physical loss insurance with respect to the
Units. This insurance shall be in no event less than the
public liability and property damage insurance applicalle to
other units of eguipment of same or comparable type operated
by Lessee,
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(b) Keports:; _Faypents. Unless the lessor waives
the following reguirements in writing to the lescee, Lessee
will furnish Lessor concurrently with the execution hereof
arnd thereafter at intervals of not more than twelve (12)
calendar months, with a detailed report signed by an
independent insurance broker with respect to the insurance
carried on the Units, together with the opinion of such
brokers as to jits compliance with the provisicns of this
Section 12. Lessee will cause such firm to agree to advise
Lessor promptly of any lapse of any such insurance by
expiration, failure to renew, or othervwise, or of any
default of payment in any premium and of any other act or
omission on the part of lessee of which it has knowledge and
which might, in its opinion, invalidate or render
unenforceable, in whole or in part, any insurance on Units.
Lessee will alsc cause such firm to agree to mark its
récords and use its best efforts to advise lessor, at least
five (5) business days prior to the eXxpiration date of any
insurance carried pursuant to this Lease, that said
insurance has been renewed or replaced with new insurance
which complies with the provisions of this Section 12, and
such advice shall be in the same detail in respect of such
reneved or replacement insurance as is required in respect
of insurance described in the aforementioned report.

211 insurance shall be taken out in the name of
lessor and Lessee, as their interests may appear. The
policies or certificates shall provide that there shall be
no recourse against lessor for the payment of premiums, and
shall provide for at least twenty (20) business days® prior
written notice to be given to lesscr by the underwriters in
the event of cancellation.

All insurance policies or certificates shall pro-
vide that the losses thereunder shall be adjusted with the
Lessee and shall be payable to Lessor; provided, hoWeyver.
that payment of $10,000 or less may be made directly to
lessee where such payment is for damage not amounting to an
actual or constructive total loss.

As between lessor and lessee it is agreed that all
insurance proceeds received as the result of the occurrence
of a Casualty Occurrence with respect to a Unit will be
applied to the payment of Stipulated Loss Value, with any
excess being pavyable to lessor. As between Lessor and
Lessee it is also agreed that the proceeds of any insurance
for property damage loss not constituting a Casualty
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Occurrence with respect to a Unit will be applied¢ in payment
for repairs or for replacement property in accordance with
the terms of Section 8 hereof, if not already paid for by
lessee, and any balance remaining after compliance with said
Section 8 with respect to such loss shall be paid to the
order of lLessore.

SECTION_13. INREMEIEICATION BND EXPENZES.

(a) General_ Indemnity. The Lessee agrees to
indemnify, protect and hold harmless the Lessor and the
Vendor from and against all losses, damages, injuries,
liabilities, claims and demands whatsoever, regardless of
the cause thereof, and expenses in connection therewith,
including, but not limited to, counsel fees and experses,
patent liabilities, penalties and interest, arising .out of
or as the result of the entering intc or the performance of
the Security Document or this lLease, the ownership of any
Unit, the ordering, acguisition, use, operation, condition,
purchase, delivery, rejection, storage ¢r return of any Unit
or any accident in connection with the operation, use,
condition, possession, storage or return of any Unit .
resulting in damage to property or injury or death to any
perscen. The indemnities arising under this paragraph shall
continue in full force and effect notwithstanding the full
payment of all obligations under this Lease or the
termination cf this lease.

(b} Inpdenpnity_for Loss.cf Depreciation_or
Interest_DReductions.cr_lpyvestirpent Credii. For United States
incere tax purposes (and to the extent allowable for state
and local tax purposes) {(but only under the conditions and
subject to the limitations set forth in Section W(b)(xi) and
4(b)(xii) hereof), Lessor intends as to 211 Units under this
lease, to deduct accelerated depreciation on such Units
under Sectioan 1€67(b)(2) or (3) of the Internal Revenue Code
of 1954, as amended (the "Code®"); and to deduct interest
paid under the Security Document, and t¢o benefit from the
10% investment tax credit as allowed by Section 38 of the
Code.

If for any Unit or any part thereof, there shall
be § disallowance, elimineation, reduction or
disqualification ("Loss"™) in whole ¢or in part of said
deduction of accelerated depreciation, interest deduction orn
investment tax credit for such Unit, lessece shall, upon
reguest by Lessor, pay to Lessor additional Rent to
cempensate lessor for the conseguent Loss.,
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As additional rent herein provided, lessee shall
pay Lessor as liguidated damages for loss of the bargain and
not as a penalty, within 30 days of such loss, an amount
equal to the sum of (a) the quotient of (i) an amount eqgual
" to (1) the disallowed depreciation deduction of accelerated
depreciation for prior years, minus the present value (using
a 6% per annum discount factor) of the difference between
the allowed depreciation deduction and the disallowed
depreciaticn deduction for subseguent years; plus (2) the
disalloved interest deduction for prior years and the
present value {(using a 6% per annum discount factor) of the
disallovwed interest deduction for subseqguent years, such
disallowed depreciation and interest to be multiplied by the
" highest effective statutory federal income tax and/or excess
profit tax rate generally applicable to the lessor..(or the
parent company of a consolidated group in which the lessor
is included for tax purposes) for the taxable year of lessor
for which it (or the parent company o©of a consolidated group
in which the lessor is included for tax purpcses) is
reqgquired to pay additional tax (including therein the effect
of any applicable surtax, surcharge and/or any other federal
tax or charge related to net income or excess profits, or
related to any tax on net income or excess profits) (herein-
after referred to as the Federal Tax Rate) plus (3) any
penalty reguired to be paid to the Lessor with respect to
such Loss, plus (U4} the difference hetveen the 10%
investment credit as set forth in Sections 4(b)(xi) and
4(b){(x1ii) hereof (or the total investment credit previously
allowed Lessor if there has been a previous Lloss with
respect to such units) and the investment credit with
respect to the Units which is allowed to the lessor: givided
by (ii) that percentage which is the difference between 100%
and the sum of (a) the Federal Tax Rate and (b) the highest
effective generally applicable rate of tax -imposed by
California or net income and/or excess profits on California
corporations engaged in business soirely within the State of
California for the taxable Year of Lessor for which it (or
the parent company of a consoclidatea group in which lessor
is included for tax purposes) is reguired to pay additional
tax {including therein the effect of any applicable surtax,
surcharge and/or any other California tax or charge related
to net income or excess profits), such California rate of
tax multiplied by that percentage which is the difference
between 100% and the Federal Tax Rate for such year plus (b)
any interest reguired to be paid by the lessee with respect
to such loss.
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For the purposes of this Section 13, a Loss shall
occur upon the earliest of the date on which (1) the
happening of any event {(such as disposition or change in use
of any Unit) which may cause such loss, or (2} the payment
by the Lessor to the Internal Revenue Service of the tax
increase resulting from such Loss, or (3) the adjustment of
the tax return of lLessor to reflect such loss. lLessee will
also pay any interest, addition to tax, and penalties paid,
or which would be payable to the taxing authority or
jurisdiction if there were no other adjustments to said tax
return; provided, however, that interest shall not run after
the payment by lessee to Lessor of the full amount of any
indemnification then reguested by Lessor. Lessor shall be
responsible for, and shall not be entitled to a payment
under this Section on account of any 10ss due to one.or more
of the following events: (1) a disgualifying disposition
due to the sale of the Units or the lLease thereof by Lessor
prior to any default by Lessee; (2) a failure of lessor to
timely or properly claim depreciation, interest ox
investment tax credit deductions in respect of the Units in
the tax return of lLessor; (3) lessor does not have for any
taxable yvear sufficient (i) gross income after all allowable
deductions not including the deduction for accelerated
depreciation which would otherwise be allowable with respect
to any Unit or (ii) liability for tax after all credits
which vould otherwise be allowable with respect to any Unit;
(4) a disqgualifying change in the nature of lessor's
business or liquidation thereof; (5) a foreclosure hy Lender
or any person heolding tahrough lessor a lien on the Units,
which foreclosure results solely from an act of lessor; (6)
any event which by the terms of this lLease requires payment
by Lessee of the Stipulated loss Value, if such Stipulated
Lloss Yalue is thereafter actually paid by Lessee; (7)
application of the provisions of Sections 56, 163(d). or
1348(pI¥{(2) of the Code with respect to depreciation or
interest deductions; or (8) any other fault of the lessor or
Owner Participant which directly causes the loss of any of
the aforesaid tax benefits; provided., he¥ever. that the
execution and delivery of this Lease and the other docunents
herein referred to and the carrying out of the transactions
contemplated herein and therein in accordance with the
terms of this Lease and such other documents shall not be
deemed to have caused the loss of such tax benefit underxr
this clause (8), unless the same were to be caused by the
circumstances that First Security Bank ¢of Utah, ¥.R., has
assumed to act or has acted as bhoth RAgent and Trustee under
the Security Document.
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(c) Contest. of Disallowance of Iax Benefits. 1In
the event a claim shall be made by the Internal Revenue

Service or by a2 state or local taxing authority with respect
to the disallowance of such investment credit or
depreciation or interest deductions with respect to any Unit
and lessee shall be reguired to indemnify lessor for the
loss caused by such disallowance, lessor hereby agrees to
take such action in connection with contesting such claim as
Lessee shall reasonably request from time to time, provided.,
horever, that: (i) within thirty {(30) days after notice by
Lesscr to lessee of such claim, lLessee shall reguest that
such claim be contested; (ii) lessor at its sole option, nay
forego any and all administrative appeals, proceedings,
hearings and conferences with Internal Revenue Seryice or
the state or local taxing authority in respect of such claim
and may, at its sole option, either pay the tax claimed and
sue for a refund in the appropriate United States District
Court and/or the United States Court of Claims, as Lessor
shall elect, cr contest such claim in the Tax Court of the
United Statesg, or in the appropriate state or local court of
competent Jjurisdicticn, considering, however, in gocod faith
such request as lessee shall make concerning the most
appropriate forum in which to proceed; (iii) prior to taking
such action, lessee shall have furnished lLessor with an
opinion of its tax counsel to the effect that the likelihood
of a meritorious defense exists tc such claim; and (iwv)
Lessee shall have indemnified Lessor in a manner
catisfactory to it for any liability or loss which Llessor
may incur as the result of contesting such claim and shall
have agreed tc pay Lessor on demand all costs and expenses
which lessor may incur in connection with contesting such
claim including, without limitation, (A) reasonable
attorneys' and accountants'® fees and disbursements, (RB) the
ameount of any interest or penalty which may ultimately be
payable as the result of contesting such claim, and (C) in
the event lessor shall pay the tax claimed and then seek a
refund and the final determination of such claim shall be
adverse to lessor, interest as charged by the Internal
Revenue Service un the amount of the tax paid attributable
to the portion of the investment credit or depreciation or
interest deduction disallowed by such claim. computed from
the date of payment of such tax to the date Lessee shall
reimnburse Lessor for the payment of such tax. If any such
claim referred to above shall be made by the Internal
Fevenue Service or by a state or loccal taxing authority and
lessee shall have reasconably reguested lessor to contest
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such claim as above provided and sha.ii have duly complied
with all of the terms of this Section 13, lessee®s liability
with respect to the investment credit or deprecistion or
interest deduction disallowed by such claim shall becone
fixed upon final determination of lessor®'s liability for the
tax claimed and after giving effect to any refund obtained,
together with interest thereon; but in all other cases the
liability of lessee shall become fixed at the time Lesscr
makes payment of the tax attributable to the portion of the
investment credit or depreciation or interest deduction
lost. In the case of any such claim by the Internal kevenue
Service or by a state or local taxing authority referred to
above, lesscr agrees to promptly notify lessee in writing of
such claim and agrees not to make payment of the tax claimed
for at least thirty (30) days after the giving of such
notice and agrees to give to Lessee any relevant information
relating to such claim which may be particularly within the
knowledge of Lessor and shall othervwise cooperate with
Lessee in goecd faith in order to effectively contest any
such clainme.

(d) Applicaticn_and_Continpuance of lndemnities-
The indemnities contained in paragraph (a) of this Section

13 shall apply whether or not any Unit is delivered
hereunder. Except as otherwise provided, the indemnities
contained in this Section 13 shall continue in full force
and effect notwithstanding the expiration or other
termination of this lease.

(e) Stipulated loss Yalue =-_Indemnity. If any
event reguiring payment of Stipulated Loss Value for any
Unit does not result in the loss of the investment tax
credit or depreciation or interest deduction for such Unit,
the Stipulated loss Value, as the case may be, shall be
adjusted by deducting therefrom the amount, if any, included
therein which represents reimbursement to lLessor for such
loss and if lessor fails to obtain any economic benefit to
lessor reflected in Stipulated Loss Value as a result of tax
treatment other than that contemplated by the principles
upon which Exhibit B hereto was computed, whether or not
lessee is reguired to indemnify lessor for such failure, the
Stipulated Loss Value shall be adjusted to reflect such tax
treatment in accordance with the principles on which Exhibit
B hereto was computed; provided, heorever, that the
Stipulated loss Value for any Unit at any time after giving
effect to such adiustment shall not be less than the
aggregate of the accrued interest on, and unpaid principal
under the Security Document in connection with such Unit
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outstanding at such tine.

(f) Rental AdJjustipent For Lessse's Capital
Expenditures. In the event and to the extent that the cost
of any improvement and/or addition (hereinafter called
Capital Expenditures) to a Unit made by the lessee, under
and pursuant to the terms ©f this lease or othervise, is
regquired to be included in the gross income of the Owner
Participant (the “Beneficiary") for Federal income tax
purpcses at ahy time pricr to the time such Unit is disposed
of in a taxable transaction, then the rentals for the Units
set forth in Section 3 hereof shall, on the next succeeding
rental payment date after the date on which the lessce is
.required to furnish written notice thereof to the Lessor and
the Beneficiary pursuant to the last paragraph cf this sub-~-
section (f) after said inclusion in the Beneficiary®s gross
income is reqguired, be increased to such amount or amcunts
as shall, in the reasonalble opinion of the RBeneficiary,
after taking into account any present or future tax bhenefits
that the Beneficiary reasonably anticipates it will derive
from its additional investment in the Units by reason of
said inclusion {(including without limitation any current
deductions, future depreciation deductions and investment
tax credit), cause the. Beneficiary's net return (calculated
ch the same basis as used by the Beneficiary in originally
evaluating this transaction) to egual the net return that
would have been realized by the Beneficiary if the cost of
such Capital Expenditures had not been includible in the
Beneficiary's gross inconme.

In determining the present or future tax benefits
tc be taken intoc account by the Beneficiary in establishing
the rental increase reguired hereby, the EBeneficiary shall
attempt to maximize such benefits and hence minimize the
increase in rents by making such elections (including where
advantaceous the applicable asset guideline repair allowance
and accelerated depreciation, if then permitted) and utiliz-
ing such conventions and accounting methods as willi further
such objectives; provided, howeyver, that the Beneficiary
shall not be reguired to make any election cor utilize sa
particular convention in accounting method if the Bene-
ficiary determines, in its sole discretiocn but in good
faith, that in so doing it will adversely affect its federal
income tay liability determined without regard to this
transaction.

For purposes of this subsection the cost of
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Capital Expenditures made by the Lessee shall be deemed to
be "required toc be included in the gross income of the Bene-
ficiary for Federal income tax purposes®™ if such inclusion
is reguired by (i) any private ruling letter issued to the
Beneficiary by the Internal Revenue Service that has not
been revoked or otherwise rendered inapplicable at the time
the cost of said Capital Expenditures is incurred:; (ii) any
provision of the Code or the applicable regulations there-
under; or (iii) any published revenue ruling of the Intexrnal
Kevenue Service which has not been held invalid by a court
having ultimate appellate jurisdiction over the Federzl
income tax liability of the Beneficiary.

As a condition of any increase in rentals pursuant
to this subsecticon, the Beneficiary will, upon the'written
request and at the sole expense of the lLessee (A) seek a
mcdification of any private ruling letter described in (i)
of the preceding paragraph to eliminate the reguirement that
the cost of Capital Expenditures be included in the Bene-
ficiary®'s ¢gress income and (B) contest the inclusion of the
cost of Capital Expenditures in its gross income if such
inclusion is required pursuant to (ii) or (iii) of the
preceding paragraeph in such form as it, in its sole judoment
but with due regard to the lessee's advice, shall select;
provided. however, that the Beneficiary shall noi be
regquired to contest such inclusiocon unless it has received an
cpinion from independent counsel selected by the lessee and
acceptable to the Reneficiary that there is a reascnable
basis for contesting such inclusion and the Lessee has
advanced to the BRBeneficiary such sums as the Beneficiary may
reasonably deem necessary to pay the costs of such contest.

The lessee agrees that, within 30 days after the
close of any calendar year (or in the event the lessor gives
the lLessee written notice that the Lessor's taxable year
closes on a date specified therein other than December 31,
within 30 days after said date) in which the lLessee has made
Capital Expenditures wnich are regquired to be included in
the gross income of the Beneficiary for Federal inconme tax
purpeses prior ot the time such Unit is disposed of in a
taxakle transactich, the lessee will give written notice
thereof the the Beneficiary describing such Capital Expendi-
tures in reascnable detail and specifying the cost thereof
with respect to each Unit.
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SECTION_38. IRSRECTION.

Et all reasonable times Lessor or its authorized
representatives may inspect each Unit and the books and
records of Lessee relative thereto. Lessor shall have no
duty to make any such inspection and shall not incur any
liability or cbligation by reason of not making any such
inspection.

RECTIQN _15. ERYERIS QF_DEEAULI.

The following evenpts shall constitute Events of
Default {(wvhether any such event shall be voluntary or invol~-
untary or cone apout or be effected by operation of law or
pursuant t¢ or in compliance with any judgment, decree oOr
order of any court or any order, rule or regulation of any
administrative or governmental body):

{a) lessee shall fail to make any payment of Eent
vithin ten (10) days after the same shall have become due;

{b) lessee shall fail to carry or caucse to bhe
carried the incsurance reguired by Section 12 of this Lease
at any time during the Term of this lease;

(c) lessee shall fail to perform or observe &any
covenant, condition cr agreement t¢ be performed or observed
by it hereunder and such failure shall continue unremedied
for a periocd cf thirty (30) days after written notice
thereof by Lesscor;

(d) any representation or warranty made by Lessee
herein or in any documnent or certificate furnished Llessor in
connection herewith or pursuant hereto shall prove to be
incorrect at any time in any material respect;

(e) any obligation of lessee for the payment of
borrowed rnoney or for the deferred purchase price of prop-
srty shall not be paid when the same bhecomes due (other than
by reason of acceleration) snd the applicable grace period,
if any, with respect thereto, as the sake may be extended by
consenpts or waivers, shall elapse, or any such obligation



shall be accelerated and such acceleration shall not be
rescinded or annulled within fifteeun (15) days after the
occurrence thereof;

(f) a petition for reorganization under Section
77 of the Bankruptcy kct, as nov constituted or as said Sec-—
tion 77 may hereafter be amended, shall be filed by or
against the lessee and, unless such petition shall have
been dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall continue),
all the obligations of the lLessee under this lease shall not
have been duly assumed in writing, pursuant to a court order
cr decree, by a trustee c¢r trustees appointed (whether or-
not subject to ratification) in such proceedings im such
manner that such obligations shall have the same status as
obligations incurred by such trustee or trustees, within
thirty (306) days after such appointment, if any, or sixty
(60) days after such petition shall have been filed,
wvhichever shall Dbe earlier;

(g) any other proceedings shall be commenced by
or against the lessee for any relief which iuacludes, or
might result in, any modification of the obligations of the
Lessee hereunder under any bankruptcy or insolvency laws, ot
laws relating to the relief of debtors, readjustments of
indebtedness, reorganizationsg, arrancements, compositions or
extensions (cther than a law which does not pernit any
read justnents of the obligations of the Lessee hereunder).
and unless such proceedings shall have been dismissed.,
nullified, stayed or otherwise rendered ineffective (but
then only so0 long as such stay shall continuve in force or
such ineffectiveness shall continue), all the chbligations of
the lessee under thic lease shall not have ‘heen duly assunped
in writing, pursuant tc & court order or decree, by a
trustee or trustees or receiver or receivers appointed
{vhether or nct subkject to ratificaticn) for the lessee or
for the property of the Lessee in connection with any such
proceedings in such manner that such cobligations shall have
the same statusg as obligations incurred by such a trustee or
trustees or receiver or receivers, within thirty (30) days
after such appointment, if any, or sixty (60) days after
such proceedinygs shall have been commenced, whichever shall
be earlier;

{h) the Lessee shall make or pernit any unauthor-
ized assignment or transfer of this lLease or of possession
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of the Units, or any thereof;

(i) Final judgment for the payment of money in
excess of $1,000,000 or equivalent in other currency shall
be rendered against lLessee and the same shall remain
undischarged for a period of sixty (60} days during which
execution of such judgment shall not be effectively stayed:
provided that this paragraph (i) shall nct be applicable to
any final Jjudgment for the payment of money, the amount of
which shall be within the policy limits of applicable
insurance and such insurer acknowledyes to lessor its
liadbility under such insurance policiles.

SEQLIJON_16. REMEDIES.

Upon the occurrence of any Event of Default and at
any time thereafter, lLessor may, at its option, declare this
lLease to be in default; and at any time thereafter, so long
as Lessee shall not have remedied all outstanding Events of
Default, Lessor may do one cor more of the following with
respect to any or all of the Units as lessor in its sole
discreticn shall elect, to the extent permitted by, and
subject to compliance with any mandatory regquirements of,
appliicable law then in effect:

(a) cause lesgsee, upon the written demand of
lessor and at lessee's expense, to pronptly return such Unit
as Lessor may demand to lessor in the manner and condition
required by, and otherwvise in accordance with all the
provisions of, Secticn 5 herecf as if such Unit were being
retvrned at the end of the Term for such Unit; or Lessor, at
its option, may enter upcn the premises where such Unit is
located and take immediate possession of and remove the same -
by summary proceedings or otherwise, all of which shall, to
the maximum extent permitted by law, be without liability on
the part ot lessor for or by reason of such entry or taking
of possession, whether for the restoraticn c¢f damage to
property cauvsed by such taking or otherwise;

(b) =ell such Unit at public or private sale, as
Lesscor may determine, or otherwise dispose of, hold, use,
operate, lease to others or keep idle such Unit as Lessor in
its sole discretion, may determine, all free and clear or
any richts of lLessee except as hereinafter set forth in this
Section 16 and without any duty to account to Lessee with
respect to such action or inaction or for any proceeds with
respect thereto;
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(c) terminate this Lease as to any or all Units,
or may exercise any c¢ther richt or remedy which may be
-available to it under applicable law or proceed by
~appropriate court action to enforce the terms hereof or to
recover damages for the Lreach herecof; and

(d) Llessor shall be entitled to retain all rents
and additional sums theretofore paid by lessee or received
by lessor and lessor may recover from Lessee all rents and
additional sums accrued and unpaid hereunder as of the date
that this remedy is exercised by lessor; and in addition,
lessor may recover from lessee as liguidated damages but not
as a penalty, an agoregate sum, which at the time of any
termination by Lessor of this lease cr of lesgsee's ‘'Tights
thereunder, represents the excess if any of the then present
value of all fixed rent, which wvould cotherwise have been
paid on account of the Units affected by such termination
from the date of termination to the end of the term of this
Lease over the then present value of the aggregate fair
renteal value c¢f Units affected for the balance of such ternm
¢r in the event that such Units are sold by lessor, the net
proceeds realized fron such sale, such present value to be
cenruted in each case on the basis of six percent (6%) per
annum discount factor from the respective dates upon which
such rents would have been payable hereunder had this Lease
not been terminated.

In addition, lLessee shall be liable, eXcept as
othervise provided above, for all legal fees and other costs
and cxpenses incurred by reason of the cccurrence of any
Event of Default or the exercise of legsor‘'s remedies with
respect theretoc, including all costs and expenses incurred
in ccnnection with the yreturn of any Unit in accordance with
the terms of Section 5 hereof or ir placing such Unit in the
condition reguired by said Section and including any loss
referred to in Secticn 13 hereof. At ahy sale of a Unit
pursuant to this Secticn, lLessor may rid for and purchase
such property. EXcept as otherwise exupressly provided
above, no remedy referred to in this Section is intended to
be exclusive, but each shall be cumulative and in addition
to any other remedy referred to above or othervwise available
to lessor at law or in equity; and the exercise or beginhing
c{ exercise by lLessor of any one or more of such remedies
shali not preclude the simultaneous or later exercise by
Lessor of any or all of such octher remedies. No eypress or
implied wvaiver by lessor of any Event of Default shall in
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any way he, or be ccocnhnstrued to be, a waiver of any future or
subsequent Event of Default. To the extent permitted by

applicable law, Lessee hereby waives any rights now or
hereafter conferred by statute or otherwise which may
reguire Llessor to sell, lease or otherwise use any Unit in
mitigation of lessor®s damages as set forth in this Section
16 or which may otherwise limit or modify any c¢f lesscor's
rights or remedies under this Section.

Lessor agrees to give Lessee at least ten (10)
days® pricr written notice of any public sale of a Unit or
of any private sale, lease for a term of more than one month
or other private dispcsition of a Unit pursuant to paragraph
() above, which notice, in the case of a private sale,
lease or other private disposition, shall specify the price
or rental and other relevant terms thereof.

Kithout ip any way limiting the obligation of the
lessee under the foregoing provisions of this Section 16,
the lLessee hereby irrevocably appoints the lessor as the
agent and attorney of the lLessee, with full povwer and
authority, at any time vwvhile the Lessee is obligated to
delliver possession of any Unit tc the Lessor, to demand and
take possession of such Unit in the name and on behalf of
the Lessee from whomsoever shall be in possessicn of such
Unit at the time.

SECTION_37. LESSORIS_RIGHI_TQ_ELRFQRM._FQR.LEGSEE.

If Lessce fails to make any pvayment of Supple-
mental Rent reguired to be made by it hereunder or fails to
perform or comply with any of its agreements contained
herein, lLessor may itself make such payment or perform or
comply with such agreement, and the amcunt of such payment
and the amount ©f the reasonable expenses of Lessor incurred
in ccecannection with such payment c¢r the performance of or
compliance with such agreement, a@s the case may be, together
with interest thereon at the rate of ten percent (10%) per
annum, shall be deemed Supplemental Kent, pavable by lessee
uwpon demand.

SECTION. 18. RECORDIKG: IUBTHER _ASSUBANCES: EIRANCIAL
INEQRUATIOQNZ L ANNUAL_REPQRIS.
The Lessee, at the expense of the lLessee, will
cause this Lease, the Security Document and any assignment
hereof to he filed and recorded with the Interstate Commerce
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Commission in accordance with Section 20c of the Interstate
Commerce hct., The Lessee will undertake the filing,
registering, deposit, and recerding required of the Lessor
under the Security Document and will from time to time do
and perform any other act and will execute, acknowledge,
deliver, file, register, record (and will refile, re-
register, deposit and redeposit or re-record whenever
required) any and all further instruments reguired hy law or
reasonably requested by the Lessor or the Vendor for the
purpose of proper protection, to their satisfaction, of the
Vendor's and the lessor's tespective interests in the Units,
or for the purpose of carrying out the intention ¢f this
Lease, the Security Document or the assignment thereof to
the Vendor; and the lessee will promptly furnish to the
Vendor and the Lessor evidences of all such filings
registering, depositing or recording, and an opinion or
cpinions of counsel for the lessee vith respect theretc
satisfactory *to the Vendcr and the lLesszor. This lLease and
the Security Document shall be filed and recorded with the
Interstate Commerce Commissicn prior to the delivery and
acceptance hereunder of any Unit.

Lessee will promptly and duly execute and deliver
to Lessor such further documents and assurances and take
such further action as Lessor may from time to time reason-
ably reguest in order to nmore effectively carry out the
intent and purpose of this lease and to e¢stablish and
protect the rights and remedies created or intended to he
created in favor of lessor hereunder; provided, Loweyer.
that this sentence is not intended tec impose upon lessese any
additional liabilities not otherwise contemplated by this
lease. Llessee also agrees: (i) to make available to lessor
and Vendor or their designated agents within 120 days after
the close of each fiscal veayxy of lessee, copies of Lessee's
annual report to stockholdere, including financial
statements, as certified by independent public accountants,
including their certificate and accompanying comment; (ii)
to furnish tc Lessor and Vendor within 120 days sfter the
close of each fiscal year of lessee, a certificate of
Lessee, signed by a principal financial cfficer of Lessee,
to the effect that the signer has revieved the relevant
terms of this Lease and has made, or caused to be made under
his supervision, & review of the transactions and condition
of lessee during the accounting period covered by the
finencial statewments referred to abhove, and that such review
has not disclosed the existence during such accounting
period, nor does the signer have knowledge of the existence



as at the date of such certificate, of any condition or
event which constitutes an Event of Default or which, after
notice or lapse of time or both, would constitute an Event
of Default, o¢or, if any such condition or event existed or
exists, specifying the nature and period of existence
thereof and what action lessee has taken or is taking or
propcses to take with respect thereto; and (iii) to furnish
to Lesscr and Vendor from time to time such other
information as either may reascnably request.

On or before Auvgust 31 in each year, commencing
with the year 1976, the lessee will furnish to the Llessor
and the Investors under the Finance Ahgreement an accurate
statenent (a) setting forth as at the preceding June 30 the
amount, descripticn and numrbers of all Units then Yeased
hereunder and covered by the Security Document, the amcunt,
description and numbers cf all Units that Lessee has
deterrined have suffered a Casualty Occurrence or are then
undergoing repairs (cther than running repairs) or have been
withdrawn from use pending repairs (other than running
repairs) during the 1Z-menth perijiocd preceding such June 30
and such other inforrmation regarding the condition and state
of repair of the Units as the lessor or the Investors under
the Finance Agreement may reasohably reguest and (b) stating
that, in the case ¢f 21l Units repaired or repainted during
the period covered by such statement, the numbers and
markings reguired by Section 5 and the Security Document
have been preserved or replaced. The Lessor shall have the
right, by its agents, to inspect the Units and Lessee's
records with respect thereto at such reasonable times as the
Lessor may reguest during the term of this Lease.

Hithin 120 days after the close of each of its
fiscal vears, the lessee will promptly furnish to the lLessor
and the Investors under the Finance Agreement financial
statenents of lessee's parent, if any, for such fiscal vear,
including & consolidated balance sheet and inconme statenment,
prepared in conformity with generally accepted accounting
principles applied on a basis consistent with that cof the
preceding year and certified by such parent®s independent
public accountants and (b) lessee's consolidated financial
statements for such fiscal year (as filed with the
Interstate Commerce Conmission in form R-1), including a
consclidated halance sheet, an income statement, prepared in
conformity with generaliy accepted accounting principles or
the regulations 0f the Interstate Commerce Commission, in
either case applied on a besis consistent with the preceding
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year. Lessee shall also furnish to the lessor and the
Investors under the Finance Agreement as soon as avallable,
and in any event within 45 days after the end of each of the
first three quarterly periods of each such fiscal year,
copies of lessee's Form FE&I and Form CBS comprising
guarterly reports of conseclidated revenpue, expense and
income and condensed consclidated balance sheets, respec-
tively, for such guarterly period, as filed by the Lessece
with the Interstate Commerce Commissione.

No later than 120 days after receipt by the lessee
of a written request therefor from the Lessor or the Inves-
tors under the Finance Agreement, the Lessee will deliver to
.the lessor and the Investors under the Finance Agreement a
certificate signed by the President, any Vice President, the
Treasurer or any Lssistant Treasurer of the lLessee stating
that a review of the activities of the lessee during the
last fiscal year ended prior to the date ¢f such reguest has
been made under his supervision with a view to determining
vhether the Lessee has kept, observed, performed and
fulfilled all of its covenants and obligations under this
Lease and the Security Dccument and that, to the best of his
knowledge, the Lessee during such fiscal year has kept, .
cbhserved, performed and fulfilled each and every covenant
and obligation contained herein and in the Security
Document, or if an Event of Default under this Lease or the
Security Document shall exist or if an event has occurred
which, with notice, demand and/or lapse of time, would
constitute such an Event of Default, specifying such Event
of Default or such event and the nature and status thereof.

SECTION_19. HNCIICLES.

Al1 notices reguired under the terms and provi-
sions hereof shall be in writing, and any such notice shall
become effective when deposited in the United States mail,
with proper postage for ordinary mail prepaid, addressed (i)
if to lessor, at 79 Scuth ¥ain Street, Salt lLake City., Utah
84111, Attn: Trust Departnent, Corrorate Division, or at
such other address as lessor shall from time to time desig-
nate in writing to Lessee, (1i1) if to lessee, at 526 Mission
Street, San rrancisco, California 94105, Rttn: Vice~
President Finance, or at such other address as Lessee shall
from time to time desgignate in writing to Lessor, or (iii)
if to Vendor, at 79 South Main Street, Salt Llake City, Utah
84111, Attn: Trust Departrent, Corporate Division; with one
copy of all such nctices mailed to Steiner Sea, Air & Rail
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Co., at 100 Pine Street, San Francisco., Califorhia S41117.
SECTICN_20. NO_SEI-OFF. COQUNTERCLRIN. EIC.

The obkligations of Lessee to pay all Rent here~
under shall be absolute and unconditional, and shall not be
affected by any circumstance, including, without limitation,
(i) any set~off, counterclaim, recoupnrent, defense or other
right which lLessee may have against Lessor, the Vendor, the
Fuilder or anyone else for any reason whatsoever, {(ii) any
defect in the title, condition, design, operation or fitness
for use of, cor any damage to or loss or destruction of, any
Unit or any interrupticn or cessation in the use or
possession therecf by lessee for eny reason whatsoever,
(iii) any insclvency, bankruptcy. recorganization or similar
proceedings by or agsinst Lessee, or {(iv) any other
circumstance, happening c¢r event whatsoever, whether or not
similar to any of the foregoing. If for any reason
whatsoever this Lease shall be terminated in vhole or in
part by operation of law or othervise except as specifically
provided herein, Lessee nonetheless agrees to pay to lLessor
an amount egual to each Pasic Rent payment at the time such
reyiment would have become due and payable in accordance with
the terms hereof had this lease not been terminated in whole
or in part. Lessee hereby waives to the extent permitted by

pplicable lavw, any and all ric¢hts which it may now have or
which at any time hereafter may be conferred upon it, by
statute c¢r otherwvise, to termninate, cancel, guit or
surrender this lLease except in accordance with the express
terms heveof. Each payment ¢f Rent made by Lessee to Lesscr
shall be final as to Lessor and lessee. Lessee will not
seek to recover all or any part of any such payment of Rent
from Lessor for any reason whatsoever.

SECTIOR_21. SQﬁ&QL“A“'_kaﬁw&L,QRIlLiﬁo.

Provided that this lease has not been earlier
terminated and the lLessee is not in defavlt hereunder, the
Lessee may Dy writtep notice delivered to the Lessor not
less than six (6) months prior to the end of the original
term or any extended term of this lease, as the case nmnay be,
(i) elect to extend the term of this Lease in respect of all
but not fewer than all of such Units then covered by this
lease, for onme (1) or twoc (2} additional five-year periods
commencing on the scheduled expiration of the original term
or any extended term of this Lease, gz the case may be,
provided that no such extended term extends beyond July 26,
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1998, at a "Fair Market Rental®” payable in seminannual
payments on January 26 and July 26 in each year of such
extended term or (ii) elect to purchase all, but not fever
than all, the Units then covered by this lease for a
purchase price egual tc¢ the "Fair Karket Value" of such
Units as of the end of the original or extended term of this
lease, as the case may be.

Fair Market Rental shall be determined on the
basis of, and shall be egual in amount tc, the value which
would obtain in an arm’s~-length transacticn lbetween an
informed and willing lessee (other than a lessee currently
in pcssession) and an informed and willing lessor under no
-compulsicn to lease and, in such determinaticn, costs of
remeoval from the location of current use shall not-be a
deduction from such value. If on or before four (4) nmonths
prior tc the expiration of the term of this lease, the
Lessor and the lessee are unable to agree upon a
determination of the Fair Market Rental of the Units, such
value shall be determined in accordance with the foregoing
definiticon by the fmerican Ekppraisal Company or its .
successor (hereinafter called the Appraiser). The Appraiser
shall be instructed tc make such determination within a
period of thirty (30) days following appointment, and shall
promptly communicate such determination in writing to the
Lessor and the lessee. The determination so made shall be
conclusively binding upon both Lessor and lLessee. The
expencses and feezs of the Appraiser shall ke borne by the
lessee.

Fair 4arket Value shall be determined on the basis
of, and shall be egual in amount o, the value which would
chbtain in an arms-~length transaction betwveen an informed
and willing buyer-user (other than (i) & lessee currently in
possession and (ii) a used equipment dealer) and an informed
and villing seller under no compulsion to sell and, in such
determinatinn, cecsts of removal from the location of current
use shall not be a deduction from such value. If on or
before four (4) months prior to the expiration of the term
of this lease, the Lessor and the lessee are unable to agree
uponh a determination of the Fair Harket Value of the Units,
such value shall ke deternined in accordance with the
foregoing definiticn by the Appraiser. The Appraiser shall
be instructed to mahke such determination within a pericd of
thirty (30) days following appcintiment, and shall promptly
communicate such determination in writing to the lessor and
the lessee. The determination so made shall be conclusively
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hinding uron both lessor and lessee. The expenses and fee
of the hppraiser shall be borne by the Lessee.

Upon payment of the purchase price, the Lessor
shall upon request of the Lessee execute and deliver to the
lLessee, or to the lessee's assignee or nominee, a bill of
sale (without representations or warranties except that such
Units sre free and clear of all claims, liens, security
interests and other encunmbrances by or in favor c¢f any
person cleiming by, through or under the Lessor) for such
Units, and such other documents as may be required to
release such Units from the terms and scope of this Lease
and to transfer title thereto tc¢ the Lessee or such assignee
or nominee, in such form as may reasonszbly be requested by
the lessee, all at the lessee's expense. -

SECTIOE_22. HISCELLANEQUS.

kny provision of this lease which is prohibited or
unenforceable in any Jjurisdiction shall, 2as to such juris-
diction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining
provisions herecof, and any such prohibition or unenforce-
ability in any Jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdicticen. To
the extent permitted by applicable law lLessee hereby vwaives
any provision of law which renders any pyrovision hereof
prohibited or unenforceable in any respect.



Ko term c¢r provision cof this lLease way be changed,
waived, discharged or terminated orally, but only by an
instrument in writing sicned by the party against which the
enforcement 0f the change, waiver, discharge or termination
is scought. This lLease shall constitute an agreement of
lease, and nothing herein shall be construed as conveying to
Lessee any right, title or interest in any Unit except as a
lessee only. The captions in this lease are for convenience
of reference only and shall not define or limit any of the
terms or provisions hereof. This lease shall in all
respects be governed by, and construed in accordance with,
the internal laws, but not the law of conflicts, of the
State of California, including all matters of construction,
validity and performance.

IN WITNESS WHERECF, lessor and Lessee have each
caused this Agreement to be duly executed as of the day and
year first above written.

LESSOR

FIRST SECURITY BANK OF UTAH, N.2A.,
not in its individual capacity
but solely as Trustee

By____ - e e

Authorized Officer

[Seal]

Attest:
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LESSEE
THE KWESTERN PACIFIC RAILROAD COMPANY

» Sl o

Title____ Vice President — Finance
{Seall '
Att 257
T 7 s‘scmsmm; ______
Title
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SCHEDULE & TC LEASE

Units of used, standard railrcad equipment to be
purchased by the Lessor:

Quapiity Desigpaticon Railroad Road Runbers

134 50*' 6" 70 WP 56176-56325
Ton Box Car



" EXHIBIT E TO LEASE

Schedule of Stipulated Loss Values

Applicable
BPayment._Date Bercentage
1 103.00%
2 103.23
3 103.20
4 102.93
5 102.41
6 101.65
7 $3.97
e 22.71
9 : 91.20
10 §9.44
11 80.77
12 78.51
13 76 .01
14 73.26
15 63.60
16 60.36
17 56 .86
18 53.12
19 49,13
20 ‘ 44,90
21 4041
22 35.68
23 30.70

24 25.48



STATE CF CALIFORNIA , )
) sSs.:
CIT AND COUNTY OF SRN FRANCISCO, )

On this jg;&&/day of __Q%ﬁ&&ga ______ » 1376, before
me personally appeared ___ R_W. STUMBQ JR__________ , to me
personally known, who, being by me duly sworn, says that he
is the ___wiceE PRESIDENT-FINANce ____ of THE WESTERN PACIFIC
RAILEOAD CCMFANY, that the seal affixed to the foregoing
instrument is the corporate seal of said corporation and
that said instrument was signhed and sealed on behalf of said
corpcration by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument
was a free act and deed of said corpcratiocn. —

Aééaaugﬂgzg;gzz; cﬁz’ .

Notary Public

[Notary Seall

¥y commission expires lZJ)A,?Q




<

STATE CF UTAH ’
CCUNTY CF SALT LAKE ,

On this ____ Gay Cf o o , 1976, before me
personally &appeared e i . tOo me per-~
sonally known, who, being by me duly sworn, says that he is
an Authorized Officer of First Security 2anx of Utah, N.A..
that the seal affixed to the fcregeing instrument is the
cecrporate seal cof said asscciation and that said instrument
vas signed and sealed on behalf of said assocciation by
authority of its Board of Directors, and he acknowledged
that the execution of the foregoing instrument was a free
act and deed of said asscciatiocn.

[NOTARIAL SEAL]

¥y commission expires



